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OUR SERVICE TO READERS 


All who are concerned with economics and political science, either 
professionally or as leaders of public opinion, have long found themselves 
harassed by the avalanche of articles, lectures, memoranda and books that 
descends upon them when they try to keep abreast of the times. The Econo- 
mic Research Council, realising the need to have the vast output from all 
parts of the world scrutinised and sifted, created Economic Digest to draw 
attention to the really significant items. 

Primarily intended for the use of members of the Council, Economic 
Digest has found a world-wide readership. Many professional economists, 
politicians of all parties, administrators, business men and students ack- 
nowledge its value. 

The Economic Research Council is a non-profit making organisation 
in the educational field, and is so recognised by the British Treasury. It 
offers Economic Digest as a practical contribution to education and research. 


1. REFERENCE FILES 


Every month the editors examine hundreds of articles, books, news- 
papers, speeches, private papers and memoranda from all over the world. 
In the process of covering such a vast field the editors become aware of 
much specialised material that is unsuitable for republication in Economic 
Digest, yet might be of great interest to some subscribers. 

The editors, therefore, keep filed for one year a large number of infor- 
mative items on many subjects. Members may borrow them by arrangement. 
For further details please see the ‘For Reference’ feature on the later pages 
of this issue. 


2. READERS’ QUESTIONS ANSWERED 


Readers are invited to submit any questions concerned with economics 
in practice and in theory. This service is entirely free, but enquirers should 
include a stamped addressed envelope when writing. 

Suggestions for the improvement of Economic Digest are always wel- 
comed. 

The address for all communications regarding the Readers’ Questions 
Service, the Reference Files, Economic Digest and membership of the 
Economic Research Council is 


ECONOMIC DIGEST, 18 SOUTH ST., LONDON, W.1. 


Keonomic Annual subscriptions can be made through 


your newsagent, or by writing direct to 
Economic Digest Offices (Tel.: GROsvenor 
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What is Labour’s Fair Share? 


BY GEORGE G. HAGEDORN 


HE BASIS for the argument 
that real wages should increase 
in proportion to increases in 
productivity is the proposition that, 
unless this happens, labour’s per- 
centage share of the national income 
will decline. With proper qualifica- 


tions this is a correct proposition. If 


productivity increases and wage 
rates are left unchanged, labour 
costs per unit of output will decline. 
Unless prices are reduced, labour 
will receive a smaller share of the 
final purchaser’s dollar. If labour’s 
percentage share is to remain un- 
changed, either money wages will 


have to be increased or the price of 


the product will have to be reduced. 
Either of these events will increase 
real wages. 

The test of whether real wages 
have increased in proportion to 
productivity is whether labour’s 
share of business proceeds has re- 
mained unchanged. The answer is 
truly remarkable: During the past 
twenty-two years — through the 
boom of 1929, the depression and 
partial recovery, the war and the 
reconversion, the post-war boom and 
inflation 
the total proceeds of business output 
has remained almost constant at 
about one-half. 

Even in 1951, when a national 
system of regulation was in effect for 
the purpose of ‘stabilising’ wages, 


the employees’ share of 


labour’s share of business proceeds 
was 49.6 per cent, and it is estimated 


“at 50.5 per cent for the first quarter 


of 1952. 

Recently the argument has been 
advanced that an explicit recogni- 
tion of productivity as a basis for 
wage increases is essential in order to 
provide ‘incentives’ to labour. 

Automatic regular increases set in 
advance are not likely to be an 
incentive to better individual per- 
formance. Only if the increases were 
made contingent on the attainment 
of the presumed improvement could 
they be useful as incentives. 

Although productivity is measured 
in terms of output of labour, some 
of the most important factors affect- 
ing productivity depend on manage- 
ment, and logic would demand that 
it be offered incentives. Wage in- 
creases might have the directly 
contrary effect, since they would 
mean that, the more efficient 
management became, the higher 
would be the wages it would have to 
pay. It is difficult to make much 
sense of the argument based on 
incentives. 

Those who believe in wage in- 
creases based on productivity may 
favour giving the employees in each 
industry (sometimes in each plant) 
wage increases proportional to the 
productivity improvement in that 
particular industry (or plant). Or 


From ‘Productivity—Gauge of Economic Performance’, published by the Research Department, 
National Association of Manufacturers, New York. 
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they may favour giving all employees 
wage increases proportional to the 
general improvement in productivity, 
regardless of whether their own 
industry or their own plant par- 
ticipated in that improvement. 

The second point of view seems to 
be the sounder one. The several 
industries, and the several com- 
panies, bargain for their labour in a 
market in which employees are not 
bound to any particular firm or 
industry. There is no logical reason 
why plant A should pay more than 
plant B for the same quality of labour 
simply because plant A uses that 
labour more efficiently. Higher wages 
in the companies which increase 
their productivity at an exceptional 
rate would be penalising them for 
actions which are in the public 
interest. 

‘Ability-to-Pay’ Theory 

Recent wage negotiations have 
given prominence to what is known 
as the ‘ability-to-pay’ theory of 
wages. As usually applied, this 
theory asserts that a company’s (or 
an industry’s) profits are a measure 
of its ability to pay higher wages. 

The ‘ability-to-pay’ theory is false 
when it is applied in this way. It is 
equally false, when the reverse side 
of the same logic is applied; that is, 
when the claim is made that less 
efficient, less profitable marginal 
companies or industries should some- 
how be exempt from meeting the 
wag¢ts paid by more profitable com- 
panies or industries. 

No one would argue that a less 
efficient firm should be permitted, as 
an offset to its lower efficiency, to buy 
its steel at a lower price than a more 
efficient firm. It would be just as 
absurd to argue that a company or 
an industry which did not keep up 
with the general trend in produc- 
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tivity should not be expected to keep 
up with the general trend of wages. 

In a period of price controls the 
authorities must recognise that indus- 
tries which give higher wages based 
on general productivity, but show no 
growth in their own particular 
productivity, will have to charge 
higher prices if they are to continue 
producing. 


Wages v. Price Level 


Should the increases in real wages 
come about through an increase in 
monetary wages (prices remaining 
unchanged) or through a fall in the 
price level (wages remaining un- 
changed) ? 

In normal times there are reasons 
for preferring to have the improve- 
ment in productivity expressed in 
lower prices. This is the best way of 
ensuring that the gain will be shared 
widely. 

Some labour leaders argue, how- 
ever, that under present ‘emergency’ 
conditions productivity gains must 
be expressed in higher monetary 
wages. But even during the present 
mobilisation period industrialists in 
certain fields would be surprised to 
see their markets described as sellers’ 
markets. 

In the field of defence, the pro- 
cedure of price redetermination and 
price renegotiation ensure that any 
substantial reduction in costs will 
result in lower prices to the govern- 
ment. Thus, there are no compelling 
reasons why productivity increases 
cannot be passed on in lower prices 
or why they must be immediately 
translated into higher monetary 
wages. 

The growth in technical produc- 
tivity comes about through an 


improvement in the efficiency with 
which specific operations are carried 
on. The growth in economic pro- 
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ductivity results from a shift in the 
labour force from operations in 
which the real value produced per 
man-hour is lower, into operations in 
which the real value produced per 
man-hour is higher. 


Which Index? 


The practical question is: should 
we expect real wages to keep up with 
the growth in technical efficiency 
alone (about 1.6 per cent per year) ? 
Or should we expect real wages to 
keep up with the growth in pro- 
ductivity including the effect of inter- 
industry shifts (about 2.1 per cent 
annually) ? 

The industries of high real output 
per man-hour are industries of high 
wage rates, and industries of low real 
output per man-hour are industries 
of low wage rates. A shift of the 
labour force toward the former 
raises overall productivity (even 
with no change in the productivity 
of separate industries) and raises 


overall wages per hour (even with no | 


change in the wage rates of separate 
industries). Thus the effect on real 
wages of this type of productivity 
growth is automatic, and need not 
be taken into account in formulating 
policies governing wage rates. 

Where productivity measurements 
enter as a consideration in the setting 
of wage rates they should be freed 
of the effects of changes in the indus- 
trial composition of the labour force. 
In most instances the elimination of 
this factor substantially reduces the 
calculated rate of productivity 
growth. 

Even if there were grounds for con- 
ceding the desirability of a policy of 
linking wages with productivity, the 
statistical tools available for carrying 
it out are crude and thoroughly un- 
satisfactory. 

Proposals for linking wage rates to 


specific short term movements of 
productivity are especially imprac- 
tical. Various existing measurements 
differ widely from each other in 
tracing the specific short term fluc- 
tuations of productivity. There is 
always the danger of parties to a 
controversy choosing whichever 
measurement suits their purpose. 


Rate of Increase 


Some of the factors to be con- 
sidered in appraising the future 
growth of productivity are: 

Accelerated Scientific Research. A much 
larger share of the nation’s man- 
power and facilities is now being 
devoted to scientific research than 
ever before. But there may very well 
be a ‘law of diminishing returns’ 
applying to research. 

Increased Capital Investment. The 
cumulative effect of these invest- 
ments should be to accelerate the 
improvement of industrial efficiency. 
However, a large part of the annual 
investment in plant and machinery 
goes merely to maintain the current 
stock. 

Full Employment. It is argued that 
high levels of employment and pro- 
duction will cause productivity to 
grow at a faster rate. But in periods 
of unused capacity this capacity will 
consist of the least efficient plant and 
equipment, and the unemployed 
workers will, in general, be the least 
productive. 

Defence Boom. There is a widespread 
impression that boom conditions 
favour usually rapid growth in 
productivity; but they permit in- 
efficiencies which would not be 
tolerated in more normal times. 

Some conclusions which emerge 
from the preceding analysis are as 
follows: 

(1) The final test as to whether 

real wages have progressed at 
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a rate equal to the increase in 
productivity is whether labour 
has maintained its proportional 
share of business proceeds. By 
this test labour has nothing to 
complain of. 

(2) Allegations that productivity 
increases are needed as incen- 
tives to labour do not make 
much sense. Measures for in- 
creasing productivity depend 
as much on management de- 
cisions as on the effort or skill 
of workers. 

(3) Wage policy should be based 
on the general productivity of 
the economy as a_ whole, 
rather than on productivity in 
particular plants or industries. 

(4) Measurements of productivity 
based on the total output of 
the economy exaggerate the 


increase in productivity, in the 
sense of increases which can be 
compensated by higher wage 
rates. 

) The long-term increase in the 
overall efficiency of the econo- 
my, which can be translated 
into higher real wages, has 
been at a rate well below 2 per 
cent annually. 

(6) The available (and potentially 
available) statistics on pro- 
ductivity growth are not suffi- 
ciently accurate to justify any 
attempt to link wages and pro- 
ductivity by any rigid formula. 

The net conclusion is that pro- 

posals for linking wages with produc- 
tivity on a short term basis are im- 
practical and undesirable. On a long 
run basis they are unnecessary since 
the matter takes care of itself. 


Co-operative Partnership in Industry 


Is it the Alternative to Nationalisation? 


HE year 1848 saw the establish- 
ment of the First Republic in 
France. It also saw the estab- 
lishment of more than three hundred 
workers’ co-operatives, three hun- 
dred small industrial concerns owned 
and controlled by Frenchmen who 
worked in them and by others who 
bought the goods or services which 
the concerns produced. 

Today workers’ co-operatives are 
in the news again. Socialists are 
asking if this is an alternative to 
nationalisation. 

The answer of the Co-operative 
Productive Federation is ‘Yes’. The 
organisation envisages the spreading 
of the idea, especially in light indus- 
tries and in building. 

The Federation claims that its 
belief is supported by a number of 
Labour and Trade Union leaders 


who from time to time had advocated 
development of workers’ co-opera- 
tives — particularly in _ industries 
where the optimum working unit is 
not too large. 

The first French experiment was 
not long-lived. After the coup d’état 
of Napoleon in 1851 the workers’ 
productive societies were persecuted. 

With the return of the Third 
Republic in 1875, the French 
workers’ co-operatives made a new 
start. By this time there were similar 
co-operatives in Britain, too. In 1882 
the Co-operative Productive Federa- 
tion was established. Two years later 
the Confédération Générale des 
Sociétés Co-opératives Ouvriéres de 
Production was formed in France. 

Today in France there are 720 
workers’ productive societies in which 
35,000 men and women work. In 
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Britain just over six thousand workers 
are co-operating in the management 
of 42 workers’ co-operatives. 

The Havelock factory, where shoes 
are manufactured, is typical of most 
of the British productive societies. 
One hundred and seventy workers 
take part in the running of the 
factory and it is administered by a 
board of eight plus the society presi- 
dent, the manager and the secretary. 

The Board is elected at a meeting 
of shareholders. All workers over the 
age of 18 hold shares and vote at 
the meetings; so, too, do some of the 
retail Co-operative Societies and 
Trade Unions who have helped to 
finance the business.. The retail 
societies could nominate and vote for 
some of their own representatives as 
board members, but at Kettering, as 
in at least five other similar concerns, 
there is 100 per cent workers’ repre- 
sentation on the board. 


No Strikes 


The C.P.F. states that since the 
Federation was founded in 1882 
there has never been a strike at any 
workers’ co-operative. 

Throughout the country the 
workers have an average majority of 
almost two-thirds on the various 
management boards. Of 314 seats 
they hold 198, the other seats are 
held by 42 representatives of retail 
societies, and 70 representatives of 
Trade Unions, or individual mem- 
bers. 

Profits are divided among workers 
and shareholders. A bonus on wages 
is paid when the result of the year’s 
working is known. More than half 
the shares of the productives in 
Britain are held directly by workers 
and ex-workers (£390,807 out of 
£649,587), so by that far the larger 
proportion of profits goes to the 
workers. Except for a very small 
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proportion (about 1 per cent) to 
Trade Unions the remainder of the 
profits goes to the retail societies and 
is, in the end, passed on in the form 
of dividend to the people who buy 
the shoes. 

In Britain the work of the workers’ 
co-operatives has been concentrated 
mainly in the footwear and clothing 
industries. The footwear societies sell 
£2,978,600 worth of boots and shoes 
each year, the clothing societies earn 
£2,750,856, the printing societies 
£273,513 and the miscellaneous 
trades which include such varied 
activities as house building, wagon 
building and art and design services 
£483,353- 

In France the emphasis is entirely 
different—and many advocates of 


workers’ productive co-operation re- 
gard this as a significant pointer to 
the shape of possible expansion in 
Britain. Of the 720 French Societies 


no less than 387 are engaged in the 
building trade. 

These concerns are extensively 
engaged by the French Government 
on Government work, the rebuilding 
of bridges, construction of Govern- 
ment offices, etc., and by munici- 
palities upon the building of houses 
and blocks of flats. 

This might well prove an opening 
for extension of workers’ ownership 
and control in Britain. Already there 
are two worker-owned Co-operatives 
in the building trade. They compete 
successfully with private enterprise 
building concerns in an industry 
which has more private enterprise 
bosses than it has bricklayers. 

In France there are 45 societies 
engaged in the metal and light 
engineering industries, 15 in quarry- 
ing. Is this another pointer in pos- 
sible workers’ co-operative exten- 
sions in Britain ? 

From Fact, London, February, 1953. 
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In Defence 
of the International 
Company 


By Sir Henry CLay 


and Asia into the circle of world 

trade were not the work of gov- 
ernments, operating through experts, 
but of traders and industrial opera- 
tors. 

In a world of mutually exclusive 
nationalistic entities, each obstruct- 
ing and limiting international move- 
ment by protective tariff, immigra- 
tion restrictions, national monetary 
systems and exchange controls, and 
attempting to force economic enter- 
prise into conformity with national 
political areas, the international 
trading corporation has a new 


T# changes which brought Africa 


importance. 


Adaptability 


On the one hand it was encouraged 
by nationalist policy, offering in 
many cases the only means by which 
a firm which had developed the 
commercial production of some com- 
modity in its own country could 
retain a market in another; on the 
other hand, even if it involved the 
loss of an export by the country in 
which the concern was domiciled, it 
did at least maintain an active eco- 
nomic connection with the country 
to which the export used to go, by 
which friendly relations were sup- 
ported, and out of which other trade 
was likely to grow. 

The international trading com- 
pany promotes exchange and pro- 


vides new initiative and technical 
guidance in countries which have 
resources but lack the knowledge to 
develop them. With its headquarters 
in one country, such a corporation 
can fit itself into the divided political 
framework of the world, by main- 
taining its financial unity, but domi- 
ciling its productive and trading units 
in the various overseas territories. 


Private Investment 


The chief form in which the 
private export of capital persists now 
is in the form of capital for subsidiary 
overseas undertakings — a_ safer 
method of exporting capital than the 
pre-1929 method cf capital issues in 
the market for new projects of 
governments overseas, safer because 
it is linked with a purpose for which 
technical and market knowledge is 
assured and management already in 
existence. 

While practising devolution so far 
as practicable, the parent company 
can give help which it would be 
difficult to provide in any other way. 

The process of economic expan- 
sion is something different from the 
expansion of political authority over 
new areas and into new fields; it is 
subject to the continual market test 
of utility and efficiency. Develop- 
ment will be economic and effective 
only if it is carried out by an agency 
which, while it makes use of all the 
specialist and scientific advice it can 
command, has the organisation and 
experience needed to deal with the 
practical difficulties which arise when 
any plan is put into effect. The exist- 
ing companies provide just such an 
agency. 


From ‘The International Company and Point Four’, Progress, Unilever Ltd., Vol. 43, No. 237, 
Winter, 1952-53. 





103 


Point-Four Capital 


U.N. RESOLUTION INTERPRETED AS KNOCK-OUT BLOW 


“The General Assembly, . . . remembering that the rights of people freely to use 
and exploit their natural wealth and resources is inherent in their sovereignty and 
is in accordance with the purposes and principles of the Charter of the United 
Nations ; recommends all member states, in the exercise of their right freely to use 
and exploit their natural wealth and resources wherever deemed desirable by them 
for their own progress and economic development, to have due regard, consistently 
with their sovereignty, to the need for the maintenance of mutual confidence and 
economic co-operation among nations ; recommends further all member states to 
refrain from acts, direct or indirect, designed to impede the exercise of the 
sovereignty of any state over its natural resources.’ 


His U.N. resolution was adopted 
by a vote of 31 to 1, with 19 
abstentions. The single nega- 
tive vote was cast by the United 
States. If it reflects prevailing views 
of business morality and the rights 
and needs of free peoples, the pros- 
pects for industrial progress and 
higher standards of living in under- 
developed nations through invest- 
ment of private capital are dim. 


The resolution is objectionable for 
what it omits as much as for what it 
contains. No one questions the right 
of a soverign state to take private 
property for public use. This right is 
universally recognised, and no reso- 
lution was needed to assert it. In 
societies of private enterprise, how- 
ever, the right of eminent domain has 
traditionally been exercised spar- 
ingly, in most cases for public works 
and utilities, and with scrupulous 
regard for the right of private 
owners to fair and prompt reim- 
bursement. The United States Con- 
stitution forbids the taking of private 
property for public use without just 


compensation, and a similar rule has 
been generally observed in civilised 
states as a matter of common 
honesty. 


The real question is not whether 
states can seize private property for 
public use but under what conditions 
and on what terms the seizure shall 
be made. In recent years there have 
been a number of instances of 
nationalisation of industries outside 
the public-utility category, and in 
some of these the terms of seizure 
have, to say the last, been difficult to 
reconcile with traditional ideas of 
‘just compensation’. 


Now the majority of the United 
Nations, -including many countries 
in need of capital for economic 
development, have placed their 
stamp of approval upon such prac- 
tices. They have rejected any con- 
sideration of the advantages of 
private enterprise in the develop- 
ment of economic resources. They 
have refused to acknowledge any 
obligations under international law 


From Guaranty Survey, Guaranty Trust Company of New York, February, 1953. 
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or international agreements, They 
have pointedly ignored the right of 
private owners to just compensation. 
They have even condemned the 
efforts of governments to assist 
private investors in asserting such 
rights. Their only concession to 
accepted standards of business mor- 
ality is a reference to ‘the need for 
maintaining the flow of capital in 
conditions of security, of mutual 
confidence and economic co-opera- 
tion among nations’. 


It is most unfortunate that this 
action has come at a time when the 
need for large-scale international 
investment and the obstacles to it are 
exceptionally great. Ever since 
World War II it has been apparent 
that many underdeveloped coun- 
tries are eager to raise their standards 
of living by expanding and modern- 
ising their economies. To promote 
this aim the United States initiated 
two and a half years ago the Point 
Four programme of technical assis- 
tance to underdeveloped areas. 


Obstacles to Investment 


It was evident from the beginning 
that technical assistance could be 
made fully effective only by sub- 
stantial foreign investment. Modern 
productive equipment, as well as 


‘know-how’, was needed. Almost 
alone among the advanced industria] 
nations, the United States was in a 
position to supply such equipment in 
large quantities. Accordingly, the 
original Point Four statute declared 
a national policy of encouraging ‘the 
flow of investment capital to coun- 
tries which provide the conditions 
under which ...capital can effec- 
tively and constructively contribute’ 
to the objectives of the programme. 


The main obstacles to such a flow 
of capital were well known. Wide- 
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spread defaults during the pre-war 
depression had shaken investors’ 
confidence. International relations 
contained the ever-present threat of 
another war. Internal political and 
economic conditions in many coun- 
tries were unsettled. Expropriation 
of resources had been practised even 
before the war, with heavy losses to 
investors, and a repetition of such 
experiences was widely feared. Ex- 
treme nationalistic sentiment in 
many countries caused peoples and 
governments to distrust foreign capi- 
tal, even though they recognised the 
need for it. Wide extension of 
governmental powers over economic 
affairs had weakened traditional 
concepts of property rights, especially 
the rights of foreigners. 


Federal Insurance 


In an effort to surmount some of 
these obstacles, provision was made 
in 1951 for Federal insurance of 
investments in Point Four areas 
against certain non-business risks, 
such as expropriation of property 
and inability to convert local earn- 
ings into dollars. Experience with 
similar insurance of investments in 
Marshall-plan countries indicates 
that such ‘guarantees’ offer no ade- 
quate incentive to private invest- 
ment. 

After his recent survey of econo- 
mic conditions in Europe, Secretary 
Sawyer reported that less than 6 per 
cent of the amount invested or re- 
invested in Western Europe during 
the past four years was covered by 
the available guarantees, and most 
of this would have been invested in 
any case. Investment guarantees, 
according to Mr Sawyer, are neither 
‘an answer nor a wise expedient’. 
They are more likely to encourage 
policies against which the insurance 
is issued. 





Economic Commission for Asia and the Far East 


ECAFE—What it is 


Si it came into existence, five 





years ago, conferences organised 

by the United Nations Economic 
Commission for Asia and the Far 
East have become important meeting 
places for the discussion of Asian 
economic problems. It is one of the 
peculiarities of ECAFE’s constitution 
that through its membership the 
Commission brings together repre- 
sentatives and experts from Asian 
and non-Asian countries. 

ECAFE’s activities have developed 

along three main lines: 

(1) Fact-finding, fact-recording 
and analysis; 

(2) Recommendations for govern- 

mental and inter-governmen- 
tal action; 
The rendering of advisory 
services. More recently, 
ECAFE has provided facilities 
for seminars, training centres 
and group visits of Asian 
experts to foreign countries. 

ECAFE is not an operating agency, 

but it has developed more and more 
from study and research to concrete 
action. It is in the nature of things 
that such action can only be recom- 
mended by ECAFE, whilst decision 
and execution rest with governments. 
Over a number of years now ECAFE 


experts have visited the countries of 


the region, at the invitation of the 
governments concerned, to carry out 
short-term assignments. (Long-term 
work of this sort falls into the province 
of the United Nations Technical 
Assistance Administration and the 
various U.N. specialised agencies.) 


How it works 


ECAFE experts have been engaged 
in fields of industry, flood control, 
trade and finance, transport, and 
research and statistics. 

ECAFE’s original task, to give aid 
to Asian war-devastated countries, 
was soon replaced by a larger and 
permanent mandate, the recon- 
struction and development of the 
region, and the maintenance and 
strengthening of the economic rela- 
tions of Asian countries. 

Before ECAFE could embark on 
questions directly connected with 
economic development of the region, 
the statistical basis for such activities 
had to be provided. ECAFE’s first 
concern, therefore, was to undertake 
surveys of the economic situation in 
various Asian countries. In many 
cases work had to start from scratch. 
This task is by no means accom- 
plished, but a good deal has already 
been achieved in helping countries 
to build up their statistical services. 


Research 


ECAFE undertakes two types of 
research: Annual economic reviews, 
and research for the specific purpose 
of helping governments to formulate 
policies, concerning both economic 
and technical questions, 


ECAFE’s efforts to see research 
and study translated into practical 
action have developed gradually. At 
first, greatest need was felt in the 
field of industrialisation. Almost 
simultaneously with these activities 
began work in the field of trade and 
finance, and a little later there 
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followed ECAFE’s venture into the 
field of transport. 

Experts from Asian and non-Asian 
countries have been brought together 
in working parties which report to 
the next larger units in ECAFE’s 
structure of committees and sub- 
committees, topped by the full 
Commission which meets once a year. 
The organisational structure of 
ECAFE, as now stabilised, provides 
for a Committee on Industry and 
Trade, and an Inland Transport 
Committee. In addition to the 
regular meetings held by these sub- 
sidiary bodies of the Commission, 
there are special conferences of 
which the Trade Promotion Con- 
ference held in Singapore in 195! 
(with the second Trade Promotion 
Conference to be held in Manila in 
1953) is one of the most important. 
Two statistical conferences were held 
in 1951 and 1952, with a third one 
to be held in early 1954 to deal with 
the important subjects related to the 
estimation of national income. 


Technical Advice 


The technical advisory services of 


the Commission have been asked for 
and welcomed by many govern- 
ments in the region. Experts were 
provided in a variety of fields: on 
electricity, problems of iron and 
steel manufacture, mineral resources, 
and the production and marketing 
of products of cottage and small-scale 
industries; ECAFE experts assisted 
with the improvement of postal 
savings facilities and other questions 
affecting the mobilisation of domestic 
capital. ECAFE’s flood control ex- 
perts have been called for by a num- 
ber of countries, and similarly its 
transport experts have rendered 
advice. 

In its activities ECAFE has lately 
been greatly helped by the UN 
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Technical Assistance Administration. 
Study trips have been jointly organ- 
ised, and TAA has helped ECAFE 
with the organisation of some con- 
ferences and the establishment of 
regional training centres. TAA has 
also enabled the distribution of a 
large quantity of technical literature. 
While all this is going on, the Com- 
mission’s secretariat is stimulating 
governments in the region to make 
full use of the technical assistance 
provided directly under the United 
Nations expanded technical assis- 
tance programme. 

ECAFE has lately also intensified 
co-operation with the Economic 
Commission for Europe (ECE). This 
applies particularly to the prepara- 
tion of a joint ECAFE/ECE/FAO 
study of ways to increase trade 
between Europe and the ECAFE 
region. 


Fourteen Members 


The present fourteen members of 


the Commission are: Australia, 
Burma, China, France, India, Indo- 
nesia, Netherlands, New Zealand, 
Pakistan, Philippines, Thailand, 
Union of Soviet Socialist Republics, 
United Kingdom and United States 
of America. 

The present associate members of 
the Commission are (that is countries 
which are non-self-governing terri- 
tories or are not members of the 
United Nations): Cambodia, Cey- 
lon, Hong Kong, Japan, Republic of 
Korea, Laos, Malaya and British 
Borneo, Nepal and Viet-Nam. 

The Commission’s activities cover 
the following area: Brunei, Burma, 
Cambodia, Ceylon, China, India, 
Indonesia, Japan, Hong Kong, 
Korea, Laos, Federation of Malaya, 
Nepal, North Borneo, Pakistan, 
Philippines, Sarawak, Singapore, 
Thailand and Viet-Nam. 





Burden on British Colonies 
OF STERLING AREA SHACKLES 


By ARTHUR HAZLEWOOD 
Institute of Colonial Economics, Oxford 


HERE are several ways in which 
the British colonies have ob- 
tained money from outside. 
This country’s most important public 
contribution has been the money 
provided by the various Colonial 
Development and Welfare Acts. The 
first of them was passed in 1940, but 
little could be done during the war. 
Further Acts, since the war, have 
made available a total 
of £140,000,000 to be spent over a 
period of ten years. 
This money is to pay for part of 
the ten-year development plans 


which colonial governments have 
drawn up. Other finance for the 
plans is to come from loans and local 


taxation. These plans list the expen- 
ditures on communications, irriga- 
tion and drainage, soil conservation, 
health, education, and so forth, 
which the colonial governments in- 
tend to carry out. They are designed 
to create the social and economic 
framework for further development, 
by both public authorities and private 
enterprise. 


15/9d. per Head 


From the total £140,000,000 of 
Colonial Development and Welfare 
money, £55,000,000 had actually 
been spent by March, 1952. This 
may look a large sum in total, but it 
amounts to only 15s. gd. for each of 
the colonies’ 70,000,000 inhabitants 
over the past six years; or an average 
of 2s. 74d. for each person each year. 


Less than the price of a packet of 


cigarettes a year will not provide 
much of a social and economic 
framework, nor is it likely to break 
the ‘vicious circle’ of poverty, mal- 
nutrition, and disease. A parliamen- 
tary committee which investigated 
development expenditure in Nigeria 
concluded that ‘if the ten-year plan 
were carried out overnight the 
improvement in the condition of the 
mass of Nigerians would be hardly 
perceptible’. 

Funds from the Colonial Develop- 
ment and Welfare Acts are essen- 
tially gifts, to be spent by colonial 
governments on projects which are 
unlikely to bring a direct financial 
return. The money provided for the 
Colonial Development Corporation, 
on the other hand, is supposed to be 
spent on productive enterprises 
which, taken together, can be expec- 
ted to earn enough to pay interest on 
the capital laid out. 

The corporation was set up under 
the Overseas Resources Develop- 
ment Act of 1948. Under the same 
Act there was also established the 
Overseas Food Corporation, the 
administering body of the ill-fated 
East African ground-nuts scheme. 
The Colonial Development Corpora- 
tion can spend up to £1 10,000,000 in 
all, and by the end of 1951 it had 
spent a little over £21,000,000. Some 
of this expenditure, however, had 
been on schemes like the Gambia 
poultry farms in which a great deal 
of capital was lost. 

Let me do no more than make 


From Third Programme Broadcast, The Listener, London, January 15, 1953. 








108 


passing reference to Tanganyika 
ground-nuts. It must be said, though, 
that the £30,000,000 to £40,000,000 
spent in the hope of easing Britain’s 
fats shortage all go into the total of 
colonial development expenditure. 
The counterpart of the money—the 
machines, pipelines, and what-not 
poured into East Africa, and now 
largely wasted—must all be counted 
as imports for development. 

So far, I have mentioned British 
official funds. In addition E.C.A., or 
the Mutual Security Agency, as it is 
now called, has provided American 
funds for copper mining in Northern 
Rhodesia, bauxite mining in Jamaica, 
and for many other projects. 

Finally, there is capital from 
private sources. This takes the form 
both of subscriptions to loans floated 
by colonial governments and of 
direct investments by British and 
foreign companies in mining and 
other economic activities. Colonial 
governments have borrowed some 
£25,000,000 since the war, but no 
one knows quite how much private 
capital has been supplied in total. 

It can be argued that investments 
now being made do little more than 
continue past trends, though with 
perhaps rather more emphasis on 
‘welfare’, such as expenditure on 
hospitals and schools. 


Trade Figures 


The money the colonies have re- 
ceived as gifts or loans should have 
enabled them to buy from abroad 
more than they would otherwise be 
able to pay for. The colonies import 
from abroad textiles, foodstuffs, lor- 
ries, cement, iron and steel, and 
many other things. As they are 
largely agricultural countries, most 
of the manufactures they need must 
be imported. These imports are paid 
for with the money the colonies earn 
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from their exports. Loans and gifts 
should make it possible for them to 
import more than they could pay 
for in this way. 

But the surprising fact is that they 
have not done so, The external trade 
figures of the colonies show that, 
during the five years from the begin- 
ning of 1947 to the end of 1951, 
total imports were less than total 
exports by as much as £261,000,000. 
Bewtween 1947 and 1949, indeed, 
the colonies did import more than 
they exported. But with the booming 
demand for raw materials in 1950 
and 1951, colonial exports increased 
rapidly, and imports did not keep 
pace. A comparatively small import 
surplus each year change to a large 
surplus of exports. 


Export Surplus 


Of course, not all the colonies con- 
tributed equally to this surplus. 
West Africa with its cocoa and 
Malaya with its tin and rubber were 
the areas mainly responsible for it. I 
should also mention a further quali- 
fication. I have been using visible 
trade figures. There are also the 
invisible items in the balance of 
payments to be taken into account. 
Payment by the colonies of interest 
and profits on past investments from 
abroad probably constitute the most 
important element of this kind. To 
set against this, however, there are 
certain invisible receipts by the 
colonies. Although information about 
the invisible items is scanty, there is 
little doubt that the balance of them 
is not sufficiently large seriously to 
modify the general picture indicated 
by the trade figures. 

The trade figures show that, over 
these five years, far from the colonies 
absorbing more imports than they 
could pay for with their exports, for 
one reason or another they spent on 





BURDEN ON BRITISH COLONIES 


imports much less than they earned 
with their exports. Why was this? 


Import Restrictions 


In some colonies, notably in West 
Africa, export products like cocoa, 
palm oil, and ground-nuts are 
marketed by statutory Marketing 
Boards which pay the producers less 
than they sell the commodity for on 
the world market. In this way the 
West African Boards have accumu- 
lated some £:150,000,000. There has 
been much controversy about these 
boards. Briefly, the idea is that by 
putting something to reserve when 
prices are high, the boards will be 
able to keep up the price they pay to 
the colonial producers when world 
market prices fall. But the effect at 
the present time is to keep down the 
demand for imports. To take one 
example: the Gold Coast Cocoa 


Marketing Board’s policy of building 
up financial reserves keeps down the 


current income of cocoa farmers and 
so limits their demand for imported 
goods, even if cocoa exports are 
soaring. The regulations under which 
colonial currency is issued also have a 
restrictive effect on the demand for 
imports. Currency is issued by a 
board or commissioner in exchange 
for sterling, which is then held by the 
currency authority as backing for the 
currency it has issued. If extra sup- 
plies of a colonial currency are 
needed for internal circulation, they 
can be obtained only by paying over 
to the authority an equivalent 
amount of pounds sterling. This 
sterling could otherwise have been 
spent on imports. The colony’s 
power to buy imports is therefore 
reduced by the value of sterling 
handed over to the currency author- 
ity. In addition, world shortages of 
goods and foreign exchange restric- 
tions have also served to keep down 
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the volume of colonial imports. But 
whatever reason, instead of the im- 
port surplus we should expect to see 
for a group of territories receiving 
gifts and loans from outside, there 
has been this large surplus of exports. 
The colonies, in truth, have not been 
getting the help we say we are giving 
them. 


Dollar Earnings 


At this point it is necessary to 
consider two aspects of colonial 
economic affairs which have been 
much discussed recently, First, there 
is the question of the dollars earned 
by the colonies; second, there is the 
problem of the colonial sterling 
balances. Large quantities of the 
agricultural and mineral raw 
materials produced in the colonies 
are sold to dollar countries. The 
colonies sell to the dollar area far 
more than they buy from that area. 
The result is that they have a large 
surplus in their dollar trade. Here, 
also, there are differences from place 
to place. Again, West Africa and 
Malaya are the most important 
territories. They contribute the 
greater part of the colonies’ net 
dollar earnings, while the West 
Indies pay more dollars for imports 
than are earned by their exports. But 
taking all territories together, in the 
five years to the end of 1951, the 
colonies earned a surplus of dollars 
equivalent to £377,000,000. This 
amount of dollars did not accrue 
directly to the colonies themselves, 
for they are part of the sterling area. 
The dollars they earned went into 
the sterling area dollar pool. They 
went to meet the dollar deficits of the 
United Kingdom and of other ster- 
ling area countries, the colonies 
receiving sterling credits in return. 

It is clear that the colonies’ dollar 
earnings have been all-important to 
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the whole sterling area economy. 
This in itself is no evidence that the 
colonies are getting a raw deal. If, 
instead of spending their dollars in 
the dollar area, they chose to buy 
goods from elsewhere, they would 
have nothing to complain of on this 
score. Their dollar surplus would 
then be offset by a deficit in their 
trade with sterling and other non- 
dollar countries. As it is, restrictions 
on dollar imports prevent the 
coloni¢s spending on dollar goods all 
the dollars they earn, yet supplies 
from non-dollar sources are not 
being imported in sufficient quantity. 
For it is not only in their dollar trade 
but also in their trade as a whole that 
the colonies have exported more 
than they have been able to import. 
As a result, dollar import restrictions 
appear as a particularly burdensome 
control enforced in the dollar-earn- 
ing colonies for the benefit of other— 
generally wealthier—sterling area 
countries. Only when there is a 
greater flow of imports into the 
colonies, from either dollar or other 
sources, will this dollar question 
cease to be a bone of contention. 


Sterling Balances 


Economic conditions during the 
war caused a great rise in the value 
of the sterling balances held by the 
colonies, and by the end of 1946 they 
amounted to nearly £500,000,000. 
Since then the total has increased 
every year and has now reached the 
very large figure of more than 
£1,000,000,000. 

Why have the colonies’ sterling 
balances increased like this since the 
war? Partly because of the export 
surplus I have already described. 
The colonies have been paid for this 
surplus with sterling credits. Rather 
more than one-half of the increase in 
sterling balances can be accounted 


for in this way. Apart from the effect 
of the invisible payments and receipts 
on current account, the influence of 
which is probably small, the rest of 
the post-war rise in the balances 
must be the result of capital trans- 
fers, that is, of loans and gifts from 
abroad. 

What the post-war increase in 
sterling balances means in relation to 
external aid for economic develop- 
ment is this. Help from abroad 
should enable the colonies to spend 
more on consumption and develop- 
ment than they could do if they had 
to rely solely on their own resources. 
This help, in real as distinct from 
money terms, would take the form of 
a supply of imports which would not 
have to be paid for with exports. 

But the colonies have not been 
getting enough imports. In reality, 
they have been spending on con- 
sumption and development less in 
total than even their own resources 
would have allowed them to do— 
their export surplus indicates this 
fact. The colonies have received a 
certain sum from gifts and loans and 
from the sale of their exports. Part of 
this total has been spent on imports. 
The remainder, which is greater 
than the total of the gifts and loans 
they have received, has been added 
to the balances held by the colonies 
in sterling. 

This is a form of involuntary 
saving which the colonies, in their 
undoubted poverty, can ill afford. 
The £1,000,000,000 of the sterling 
balances is a reproachful comment 
on development and welfare policy. 
It means that this country has, in 
reality, been borrowing from the 
colonies, not giving or lending to 
them. 

In short, it seems to me that help 
for the colonies since the war has 
been an exercise in ‘developmanship’. 
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Diagnosis and Prescription for Europe 


Belgium: Since the autumn of 1951 
there has been some decline in eco- 
nomic activity in Belgium, as evi- 
denced by the fall in production. 
Price stability, therefore, is not at 
present threatened by any excessive 
demand at home or abroad. 

Unemployment is on the increase. 
Idle capacity now exists, particularly 
in the textile, iron and steel, and 
engineering industries. 

The overall balance of current 
payments is running a surplus. There 
is still a considerable dollar deficit 
covered by offshore deliveries, gold 
payments by the E.P.U. and loans. 

In present circumstances it would 
seem that the caution which Belgium 
has hitherto displayed in her econo- 
mic and financial policy might be 
relaxed, so as to give increased 
stimulus to economic activity, im- 
prove the employment position and 
encourage the expansion of inter- 
national trade. 


Denmark: The Danish Govern- 
ment’s plans for the use of resources 
do not seem likely—in spite of the 
substantial increase in defence ex- 
penditure—to involve any danger of 
inflation, and they appear to be con- 
sistent with the achievement of a 
small externa] surplus. 

Denmark is one of the Member 
countries suffering in a particularly 
marked degree from United States’ 
restrictions on trade. So long as this 
remains the case, Denmark’s dollar 
problem will be very difficult to 
solve by direct expansion of exports 
to the dollar area. 

An important task of Danish eco- 
nomic policy is to consolidate recent 


gains in real income by making the 
economy more resistant to fluctua- 
tions abroad. In the absence of an 
efficient international credit system, 
this will involve the strengthening of 
exchange reserves at a more rapid 
rate than seems at present envisaged 
by the Danish authorities. To this 
end, domestic policy should aim on 
the one hand at preventing imports 
from rising too fast and on the other 
at transferring more resources from 
consumption to exports. Inconverti- 
bility of currencies greatly compli- 
cates this task of the Danish authori- 
ties; as does the fact that Danish 
exports frequently meet with restric- 
tions and protectionist devices. 


France: There appears to be no 
fundamental reason why France 
should not expand its production and 
at the same time maintain internal 
and external financial stability. Con- 
fidence in currency is now being 
restored, thanks to the fact that prices 
have remained stable for almost a 
year. Nevertheless, the situation is 
still somewhat precarious. 

The external balance is still in 
disequilibrium. There is a_persis- 
tently large dollar deficit covered by 
exceptional means. Immediate con- 
sideration should be given to long- 
term measures to reduce the dollar 
deficit. Moreover, special attention 
must be given to the problem of 
exports to the franc area in order to 
ensure that they do not hamper the 
expansion of French exports to 
foreign countries. 

Any solution of the external prob- 
lem must allow for the fact that 
French exports are handicapped by 


From ‘Europe—The Way Ahead’, Organisation for European Co-operation, Paris, December, 
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the excessive price level following an 
upward movement which far ex- 
ceeded that registered in the other 
principal countries during 1950 and 
1951. Large-scale deflation is neither 
desirable nor possible; the main- 
tenance of import restrictions for an 
indeterminate period creates econo- 
mic conditions which are damaging 
to French interests and would even- 
tually become unacceptable to its 
partner countries. 

The internal problem is still a long 
way from being solved. As exports 
must be increased considerably, there 
is a danger that total demand may 
exceed production capacity. The 
war in Indo-China and the arma- 
ment programme are still a heavy 
drain on the national economy and 
the budget. It is therefore of vital 
importance to eliminate all non- 
essential items of consumption and 
private and government investment; 
otherwise a revived inflation will 
lead to unsound adjustments which 
would seriously jeopardise the stand- 
ard of living of the lowest income 
groups and the investments on which 
the future expansion of production 
depends. 

Among suitable methods of deal- 
ing with this situation are a reduction 
of budget expenditure, both on pur- 
chases of goods and services and on 
non-essential transfers, a reform of 
the fiscal system directed against tax 
evasion, the selective control of credit 
on a qualitative and quantitative 
basis and finally the elimination of 
certain less productive activities par- 
ticularly in the distribution sector. 


Germany (Federal Republic): Pro- 
duction developed at a very rapid 
rate as long as there was still any 
unused margin of production capa- 
city. Even now, the possibility of 
further economic expansion seems 
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greater than in most Member coun- 
tries, provided that essential invest- 
ments can be assured. Budget diffi- 
culties, which a year ago were a 
serious limitation, seem to have been 
alleviated, suggesting that the 
Government is in a position to help 
promote a steady expansion of 
production. 

The financing of investment is 
made easier by the increase in saving 
resulting from renewed confidence in 
the currency. There still remains, 
however, the problem of directing 
these savings into the sectors where 
they are most urgently required. The 
Government is also counting on 
foreign investment in the German 
economy. 

The total balance of payments 
does not seem to present any par- 
ticularly difficult problem, even 
allowing for the recently assumed 
capital charges. Attention must, 
however, be paid to improvement of 
the dollar balance of payments. 


Italy: In the short run, the decline 
of exports is the most disturbing 
difficulty. Since it is largely due to 
the slump in textile markets and to 
import restrictions, without any 
visible deterioration of Italy’s com- 
petitive capacity, remedies ought to 
come mostly from the side of demand, 
notably through a lessening of 
restrictions by other Member coun- 
tries. 

In spite of the investment pro- 
grammes under completion and 
announced, the rate of expansion of 
the Italian economy in the next two 
years is not expected to result in any 
resorption of the large number 
unemployed. Many complex internal 
obstacles stand in the way of an 
expansion of production at reason- 
ably stable costs and prices, but it is 
not certain whether some of them 
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could not be reduced by a tenacious 
pursuit and intensification of policies, 
notably in the fields of taxation, 
inducements to productive invest- 
ments and promotion of competition. 

In order to achieve significant 
results in the fight against unem- 
ployment and in the development of 
its economy, Italy is bound to incur 
external deficits, the financing of 
which will require the use of foreign 
financial resources, particularly in 
dollars. Some financial resources 
already exist in the form of E.P.U. 
assets. 

However far it may be possible to 
go beyond present targets for em- 
ployment and output, the greater 
part of the unemployment cannot be 
eliminated in the near future. Emi- 
gration on a large scale remains 
necessary and Italy is entitled to 
more help from Member countries 
in this direction. 


Netherlands: Partly as a result of 
larger defence spending, a certain 
expansionary tendency is _ being 
shown by the public sector; this, 
however, appears to be manageable 
without undue repercussions on 
prices or on the-balance of payments. 

The Netherlands economy has 
achieved a_ satisfactory overall 
balance of payments position, which 
is likely to be maintained as long as 
excessive disturbances in world mar- 
kets do not occur. Nevertheless there 
remains a dollar deficit. 

The rate of increase of gross 
national product expected during 
the next two years appears low in 
relation to the high investment 
quota. This may be due to the 
apparently declining share of invest- 
ments in manufacturing industries. 
The levelling out of replacement and 
reconstruction need on the one hand, 
and the decrease in profits expected 


owing to the buyers’ market on the 
other, may call for measures to 
maintain investments in industry at a 
suitable level particularly in view of 
the increase in the population. 

Note: The picture is clearly changed by the 
February flood damage, which is estimated by the 


Netherlands Prime Minister at $263m.—Ed., 
E.D. 


Norway: The rapid development of 
the country’s natural resources re- 
mains the main goal of Norwegian 
economic policy. The development 
plans assume inter alia a net inflow 
of resources from abroad—a factor 
which in the past has played a 
dominant role. With the decline in 
United States aid, a continual inflow 
of resources would have to take the 
form of a great expansion in lending 
from abroad. The conditions on 
which this can be achieved remain 
to be determined. 

Should the external position of the 
country not develop as favourably as 
is expected, the foreign exchange 
reserves on which Norway could fall 
back are relatively small. An adjust- 
ment of domestic policies or import 
restrictions would then have to be 
considered. It seems therefore that 
caution would counsel that higher 
priority should be given to the 
strengthening of the reserve position. 

If lack of foreign resources makes 
it necessary to run smaller deficits 
than at present assumed, it will be 
essential for the Government to 
review its plans for the allocation of 
resources. Failure to bring total 
claims into line with a lower total of 
domestic and foreign resources would 
create grave disturbance to financial 
stability. 


Switzerland: Switzerland has al- 
ready achieved most of the aims 
which Member countries are trying 
to reach. Although the Swiss econo- 
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my is more dependent on the world 
economy than that of most other 
Member countries, it has been pos- 
sible to avoid balance of payments 
difficulties and serious inflationary 
pressures while maintaining expan- 
sion of production and of consump- 
tion. These favourable results have 
been largely due to the sound policies 
pursued by the Swiss Government. It 
does not seem that any substantial 
change in this position is to be 
expected in the coming years. 


United Kingdom: A major pre- 
requisite for the economic progress of 
the whole non-dollar world in the 
immediate future is that the stability 
of sterling should be achieved. The 
sterling countries between them con- 
stitute the largest element in world 
trade outside the dollar area and on 
them depends, in great measure, the 
economic future of the non-dollar 
world. The role of the United 
Kingdom is still predominant in the 
economic development of the sterling 
area. 

The United Kingdom’s _ pro- 
gramme in the next two years—the 
execution of the defence tasks, the 
stimulation of exports, the carrying- 
out of important investment projects 
at home and overseas — though 
heavy, is within the compass of the 
economy if adequate steps are taken 
to reshape it and the assumptions as 
to the external conditions underlying 
the programme are realised. The 
primary task of the United Kingdom 


is to adapt its production to changes 
in the pattern of demand. This is 
likely to imply the transfer of pro- 
ductive resources from industries 
whose exports have little hope of 
expansion to those, particularly the 
engineering industries, for which 
overseas demand remains strong. 

Rigidities in the structure of 
internal demand must not be allowed 
to prevent any necessary transfer of 
resources. In particular it will be 
essential to avoid the encouragement 
of home demand merely to maintain 
employment in those industries 
whose exports are falling and are 
considered in the long-run unlikely 
to increase. Steps must be taken to 
ensure that higher incomes do not 
lead to an intensification of pressure 
from consumers that would result 
either in the diversion of resources 
from productive investment or, by 
leading to a general price rise, to the 
frustration of any attempt to render 
British exports more competitive. 

The present means of eliminating 
the deficit on current external 
account, entailing the restriction of 
a wide range of imports from other 
Member countries, are not a satis- 
factory long-term solution, since such 
restriction cannot in itself remove the 
causes of the deficit. The return to 
freer intra-European trade, in the 
post-war establishment of which the 
United Kingdom played a leading 
part, must be regarded as one of the 
most important aims for the im- 
mediate future. 
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Sixty per cent of the cost of labour and materials used in the minting of farthings is 
met by the issue of farthings at face value. One should look at the issue of coinage as a 
whole. The issue of coins at their face value pays, and farthings must not be looked at 


in isolation. 


Chancellor of Exchequer, House of Commons, January 20, 1953. 














Economic Unprogress 


BY Coutn CLARK (OxrorD) 


Facile belief in the inevitability of economic progress is out of place. Large areas 

of the world are showing alarming signs of retrogression, and the economic gap 

between the industrialised and the under-developed countries is rapidly widening. 

Mr Colin Clark here refutes some fashionable theories and puts forward his 
own suggestions. 


us who still tend to think of the 

existence of beneficial forces of an 
almost inescapable nature making 
for economic progress. 

So far as the Western world is con- 
cerned (Western Europe, North 
America, and the more firmly held 
outposts of Western civilisation in the 
Southern Hemisphere) this is prob- 
ably true. ‘Western’ countries (as 
defined in this way) tend to show a 
fairly steady rate of economic pro- 
gress in the long run. The injuries 
which wars and revolutions cause to 
production are temporary only. 


Effect of Civil War 


Our economies have shown that 
they can withstand the shock of civil 
war, traditionally so much more 
devastating and disorganising than 
foreign war. The past century has 
seen civil wars in the United States, 
Spain (twice), and Russia, not to 
mention a small one in Ireland. In 


[: Is now only the older men among 


each country, after a few years of 


reconstruction, the previous upward 
economic trend was resumed. 
However, all these cases had two 
important characteristics in common 
—they were countries which already 
had a substantial heritage of vigorous 
civilisation and productive economic 
development; and, as soon as their 
civil wars were over, found them- 


selves under strong Governments of 
unquestioned authority. 

Even without the study of such 
examples, our prudence should warn 
us that a period of war, civil com- 
motion, and political disorder, from 
which a Western country might 
recover, may well prove fatal in a 
country with a less developed eco- 
nomy and less certain in its allegiance 
to its rulers. Economic progress not 
only may cease; it may give place to 
rapid retrogression. This is precisely 
what has happened in Indonesia, 
Burma, Indo-China, and unhappy 
Korea. In these countries most of the 
laboriously accumulated economic 
gains of half a century have been 
wiped out in a few years. 

These facts will be immediately 
apparent to anyone who makes an 
independent study of such statistics 
as are available. In the Far East the 
economic position of Malaya, Siam, 
and the Philippines is also precarious. 
Over large areas of China economic 
life began to break down with the 
revolution of 1911, and has become 
progressively worse since (some good 
authorities think that this breakdown 
began as early as 1850). 

Political anarchy is followed by 
economic collapse. The Hejaz rail- 
way in Arabia, destroyed in the 
First World War, was never rebuilt; 
Manus Island, in the Western Pacific, 


From the Manchester Guardian, January 19, 1953. 
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for a short time an important 
American naval base, is now more 
neglected than it was when it was a 
German colony in 1914, 


Declining Standards 


When we compare the economic 
levels of 1939 with those of 1914 in 
South-eastern Europe, it appears that 
Rumania and Bulgaria were defi- 
nitely poorer, per head, than they 
had been twenty-five years earlier, 
Yugoslavia and Hungary had made 
no progress; for Czechoslovakia the 
figures were doubtful, while in 
Austria and Greece progress had 
been slight. 

As for the Middle East, the evi- 
dence appears to indicate that the 
economic condition of the majority 
of the people there now is inferior to 
what it was a thousand years ago, 
under the Abbassid Caliphs; or, in 
the case of Egypt and Iraq, probably 
worse than it was four thousand years 
ago. 

There is no inevitable economic progress 
in this world. Even in the New World, 
many parts of Central and South 
America show disquieting signs of 
being no more productive now than 
they were in the seventeenth century. 

The world economy, as we now 
examine it, bears rather a startling 
aspect. Most of the Western world 
(as we have defined it above) has 
progressed at rates as fast as, or in 
many cases faster than, would have 
been thought possible in the 1930s. 
The Soviet world appears to be con- 
tinuing its own much slower and 
less humane type of development. In 
some Asian countries, and in isolated 
areas in Africa and Latin America, 
prospects of economic development 
are hopeful. But most of the rest of 
the non-Western world is faced with 
economic stagnation or actual retro- 
gression. 
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The economie gap between the Western 
countries and the rest of the world ws 
becoming rapidly—and irretrievably? 
weder, 

To many people there is one simple 
explanation of all these facts—-un- 
bearable pressure of population, This 
explanation is sertiouledly popular 
in America, where neo-Malthusian- 
ism has become almost a disease. For 
both American and British intellec- 
tuals, this explanation frees the mind 
and conscience from any necessity to 
prepare difficult and unpopular 
measures whereby we could assist the 
struggling economies of Asia. 

The countries which have (or have had 
in the recent past) rapid population 
increases, are all, except for India and the 
Middle East, countries with large areas 
of unused land, fertile and with good 
rainfall and suitable for agriculture. 


Malthusian Fallacy 


China does not have an increasing 
population; Ceylon, Burma, Siam, 
Malaya, and Indonesia all have huge 
areas of uncultivated land—likewise 
the Latin-American republics. Such 
countries can easily feed themselves 
if they manage their affairs properly. 
The really densely populated coun- 
tries — India, Pakistan, and the 
Middle East—can provide for their 
populations by industrial develop- 
ment. 

The position in which these coun- 
tries find themselves now is very 
similar to that in which Britain found 
herself about 1790. A rapidly increas- 
ing population could only with diffi- 
culty be fed from a limited area of 
agricultural land. The development 
first of textiles, then of other export 
industries, was, we can now see, 
obviously the right course for Britain 
to adopt, and the correct answer to 
Malthus, who was preparing his 
lucubrations about that time. Japan, 
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about 18qo, found herself in almost 
exactly the same position, 

Let us give all the sympathy and 
help we can to oriental and Middle 
Eastern countries; and above all, let 
us have the channels of world trade 
cleared and kept open so that their 
exports may flow unhindered, and 
that they may suffer no arriére pensée 
in staking their slender economic 
resources upon industrial develop- 
ment for export. 

We in the Western world are 
about at our last chance. With all 
our wealth, we are a small—and 
increasingly suspect——minority of the 
world’s population, and the pre- 
dominance in weapons which we 
enjoyed in the nineteenth century is 
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vanishing, And with the widening 
economic gap, the rest of the world 
is heaseasinale losing hope of ever 
earning a Western standard of 
living, just at the time when they 
have increased opportunities of learn- 
ing exactly what amenities that 
standard would give them, 

We should not wish, even if it 
were possible, to check the spread of 
literacy throughout the world, And 
with this will come an overwhelming 
demand—backed by force if it is not 
soon conceded—that the good things 
of this world should be available to 
all its inhabitants, and not increas- 
ingly concentrated, as they are being 
at present, for the benefit of a small 
Western minority. 


India’s Five-Year Plan 


The Final Report of the Planning Commission, of which this article is a summary, 
was presented to the Union Parliament by Mr Nehru on December 8, 1952. 


HE Five-Year Plan is now esti- 
mated to involve a total outlay 
of Rs. 2,069 crores* on develop- 
ment mainly in the public sector. 
The broad allocation of resources 
between the main heads of develop- 
ment in the Plan as compared to that 
indicated in the Draft Outline is as 
follows: 

The present per capita income of 
the country is particularly low and 
the objective must be to increase it 
substantially—preferably to double 
it—as early as possible. Three im- 
portant factors have been considered 
in this connection by the Planning 
Commission, namely, the trend of 
population which has been growing 
at the rate of 1} per cent per annum, 


*1 crore = 10 million rupees. 


*1 rupee = 1/6d 


the relation between investment and 
output, and the proportion of the 
increase in national output that can 
be devoted to investment. In the 
present Five-Year Plan, capital for- 
mation is estimated to rise by about 
20 per cent of the additional national 
income each year. The internal re- 
sources thus available will, to some 
extent, be supplemented by external 
resources. By 1955-56, the national 
income, it is stated, will have gone 
up to about Rs. 10,000 crores, i.e. by 
about 11 per cent. If, from 1956-57 
onwards, investment is stepped up 
each year by about 50 per cent of the 
additional output, it would be pos- 
sible to double the per capita income 
in about 27 years, i.e. by 1977. 
According to the Planning Com- 
mission, the role that the State will 
have to play in planning will be a 
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Allocation of Resources 





Agriculture and community 
development 

Irrigation and Power 

Transport and Communications 

Industry .. 

Social Services 

Rehabilitation 

Miscellaneous 





2068 578 


Percentage of 
total outlay 


Outlay during 
195 I-1 956 


Draft 
Out- 


line 


Draft 
Out- 
line 


Five- 
Year 
Plan 


Fi ive- 
Year 
Plan 


(Rupees crores) 


191.69 
450.36 
388.12 
100.99 
254.22 16.4 
79-00 4.1 
28.54 2.5 


360.43 
561.41 
497-10 
173-04 
339-81 

85.00 


51.99 


17.4 

27.2 

24.0 
8.4 


100.0 


1492.92 | 








crucial one. While this need not 
involve complete nationalisation of 
the means of production or elimina- 
tion of private agencies in agriculture 
or business and industry, it does 
mean a progressive widening of the 
public sector and a re-orientation of 
the private sector to the needs of a 
planned economy. 


The re-orientation of the economy, 
as visualised in the Plan, involves a 
rapid extension of the co-operative 
form of organisation. There are 
immense possibilities for co-opera- 
tion in the vast fields of primary 
production, cottage and small-scale 
industries, marketing of agricultural 
produce, residential housing and 
wholesale and retail trade, and so the 
encouragement of co-operative enter- 
prise in all these fields has to be given 
the highest priority. The major 


institutional changes in agriculture 
contemplated in the Plan relate to 
the ownership and management of 
land, with a view to. giving 
agricultural producers the necessary 
incentive to put forth their maximum 
effort. 


Use of Controls 


In the Commission’s view, a stable 
and co-ordinated system of controls 
intended to bring about the desired 
allocation of resources and to keep 
down prices would be essential 
during the period of the Plan. In the 
early stages, a development plan 
necessarily increases money incomes 
faster than production, which carries 
with it the dangers of inflation and 
economic instability. The  instru- 
ments of monetary and credit policy 


From Reserve Bank of India Bulletin, Bombay, December, 1952. 








INDIA’S FIVE-YEAR PLAN 


have therefore to be used to obviate 
these dangers. 

For the immediate five-year 
period, agriculture, including irriga- 
tion and power, has topmost priority. 
Without a substantial increase in the 
production of food and of raw 
materials needed for industry, a 
higher tempo of development in the 
latter cannot be sustained. 
Priorities 

The broad lines of priorities in the 
industrial sector will be: 

(1) fuller utilisation of existing 
capacity in producer goods 
industries like jute and ply- 
wood and consumer goods 
industries like cotton textiles, 
sugar, soap and vanaspati, 
expansion of capacity in capi- 
tal and producer goods indus- 


tries like iron and steel, alu- 


fertiliser, 
machine 


minium, cement, 
heavy chemicals, 
tools, etc., 
completion of industrial units 
on which considerable capital 
expenditure has already been 
incurred, and 

establishment of new plants 
for industries like the manu- 
facture of sulphur from gyp- 
sum, or pulp for rayon or 
scrap for non-ferrous metals so 
as to increase the supply of 
key materials vital for industry. 

As regards the ownership of land, 

the recommendations of the Com- 
mission aim primarily at: 

(1) the fixation of an upper limit 
to land holdings, 

(2) provision of facilities to large 
owners who cultivate them- 
selves, 

(3) enactment of legislation to 
maintain cultivation at a cer- 
tain level of efficiency and 

(4) encouragement of co-operative 
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methods for cultivation by 
small and middle owners. 


The Commission has _ recom- 
mended the setting up, by the Central 
Government, of a Land Reforms 
Organisation, which will be con- 
cerned with the evaluation of land 
reform programmes, investigations 
into land problems, study of the 
experience of co-operative farming, 
collection of accurate data, etc. 

An examination of the new irriga- 
tion and power projects under con- 
struction or investigation throughout 
the country shows that, when con- 
structed, they will lead to an increase 
in the irrigated area by 40-45 million 
acres and create additional power 
generation capacity of about 7 
million kwts. 

In matters concerning irrigation 
and power, the Commission has 
emphasised the need for a policy on 
an all-India basis, and has suggested 
the creation of a non-lapsable Irriga- 
tion Development (Ways and Means) 
Fund, which would enable new 
projects to be taken up after full 
investigation and executed according 
to a definite programme. 


Community Development 


Community development is the 
method by which the Five-Year Plan 
seeks to initiate a multi-purpose pro- 
cess of transformation of the social 
and economic life of the villages. For 
each community project there will 
be approximately 300 villages with 


a total area of about 450 to 500 
square miles, a cultivated area of 
about 150,000 acres and a popula- 
tion of about 200,000. During the 
period of the Plan, a total of about 
120,000 villages, covering nearly 
one-fourth of the rural population. 
are to be brought within its purview, 

The Commission feels that the 
scope and need for _ industrial 
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development are so great that it is 
best for the public sector to concen- 
trate at this stage on the develop- 
ment of those industries in which 
private enterprise is unwilling or 
unable to raise the resources required 
and to undertake the necessary risks. 
Nationalisation of existing enter- 
prises, the Commission feels, will be 
of little advantage, as most of the 
purposes in view can be served by 
judicious regulation of industry as 
envisaged in the Industries (Develop- 
ment and Regulation) Act of 1951. 

Licensing of industrial under- 
takings, as envisaged in the Indus- 
tries (Development and Regulation) 
Act, 1951, will assist in directing 
investment along desired lines. These 
controls are apt to act somewhat 
negatively and will need to be 
supplemented by a system of incen- 
tives, fiscal and other, to encourage 
expansion in defined lines. 

Government’s policy in regard to 
foreign capital already contains assur- 
ance of non-discrimination, reason- 
able facilities for transfer of profits 
and repatriation of capital and of 
fair and equitable compensation in 
the event of nationalisation. 
Wage Policy 

Standardisation of wages should 
be accelerated and extended and full 
and effective implementation of the 
minimum wage legislation should be 
secured during the five-year period. 
With a view to checking inflation, 
the Commission has indicated the 
need for controlling, to some extent, 
profits and wages during the period 
of the Plan. The Commission also 
visualises the constitution of per- 
manent wage boards on a tri-partite 
basis at the Centre and in the States 
to deal with wage problems. 

The objectives of commercial 
policy are stated to be: 
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(1) to help fulfil the production 
and consumption targets in 
the Plan, 
to maintain a high level of 
exports, 
to keep the deficits in balance 
of payments within the foreign 
exhange resources, 
to fit in the composition of 
exports and imports with the 
fiscal and price policies to be 
followed for implementation 
of the Plan, and 
to ensure a measure of con- 
tinuity in policy so that trade 
relations with other countries 
and plans of domestic indus- 
tries and trade are not fre- 
quently disturbed. 

In assessing the resources for 
financing the Five-Year Plan, the 
Commission has drawn attention 
to the fact that, although in the Plan 
a total expenditure of Rs. 2,069 
crores has been estimated, conditions 
must be created whereby the neces- 
sary development in the private sec- 
tor is not impeded. During the Plan 
period, it is estimated that public 
savings, i.e., the savings out of cur- 
rent revenues, will finance about Rs. 
738 crores of the expenditure visual- 
ised. 

In addition to the normal budget- 
ary resources thus estimated at Rs. 
1,258 crores, credit can be taken for 
external assistance already received 
from the International Bank, the 
U.S.A., Canada, Australia, New 
Zealand, etc., amounting to date to 
Rs. 156 crores. There is still left a 
gap of Rs. 655 crores, which has to be 
met from further external resources 
or, in the absence of it, by additional 
measures of internal taxation and 
borrowing and from deficit financing 
which is visualised to the extent of 
Rs. 290 crores. 


Also worth reading: ‘India’s National Plan’, The Economist, London, December 20, 1952. 
(Ref. 252) 
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Disguised Unemployment on the Land 


PoNnIATOWSKI, a former Polish 

Minister of Agriculture, has 

estimated that the maximum 
possible economic density of rural 
population is 30 per sq. km. Beyond 
that, he contends, however well the 
economy is organised, a considerable 
part of the year is bound to be idle. 
His figures refer to total rural popula- 
tion, of whom we may take ? as 
dependent on agriculture, the re- 
mainder being rural craftsmen and 
traders; and of these, about one 
third will be able-bodied males. His 
figures of 30 per sq. km. corresponds 
therefore to 7.5 men engaged in 
agriculture per sq. km. 


His contention that this represents 
the upper limit for economic density 
is somewhat belied by the figure for 
Denmark, but for less technically 
advanced communities his conclusion 
may be broadly correct. 


*‘Disguised unemployment’, or 
‘rural over-population’ is a_phe- 
nomenon whose existence has been 
long known, but it is only recently 
that any quantitative measurement 
has been attempted. 


Optimum Density 


We may perhaps conclude, that 
whatever may be found possible in 
Denmark with its density of ten 
males engaged per sq. km. of stan- 
dard farm land, or the Netherlands 
with its still higher figure of 17, yet in 
less technically skilled communities 
any rise in density seriously above 
the proposed limit of 7.5 soon leads 
to a considerable degree of enforced 
idleness. 


From Review of Economic Progress, Brisbane 


The Netherlands indeed may turn 
out to be the exception which proves 
the rule. The technical skill of the 
Dutch farmer, the excellence of his 
equipment and the abundance of his 
supply of fertilisers are well known. 
Yet the Netherlands is one of the 
countries in which real net product 
per man is scarcely any higher now 
than it was 15 years ago. Dutch 
economists would agree that, in the 
case of their country, the limit of 
economic density has probably been 
reached, even for a technically ad- 
vanced community. 


Rate of Development 


Even in the simplest economies, 
generally not more than 75 per cent 
of all labour time can be given to 
agricultural production. The re- 
mainder is required to meet the 
other needs of the community. 


At an early stage of economic 
development in tropical climates, and 
at later stage in temperate climates, 
the ratio of food consumption re- 
quirements to total real income 
reaches a level where the community 
is able to feed a fairly large number 
of non-agricultural producers. (The 
lower food requirements per head in 
tropical climates may perhaps be a 
partial explanation of the phe- 
nomenon as to why so many ancient 
civilisations first grew up in a 
tropical or semi-tropical climate.) 

One is tempted to work out a 
simple equilibrium, showing the 
gradual progress of productivity and 
real income per head, and the conse- 
quently increasing proportion of its 


, Vol. 4, No. 6, 1952. (Issued by Colin Clark. 
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numbers which the community is 
able to employ in industrial and 
other non-agricultural pursuits. But 
at this point it is easy for the econo- 
mist to over-reach himself. The 
growth of any form of urban civilisa- 
tion is subject to more profound 
conditions—both economic and non- 
economic—than that. Economically, 
the community not only must be able 
to produce a surplus of food, but also 
capable of transporting it. It is no 
accident that most of the original 
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centres of civilisation grew up either 
at sea ports or on navigable rivers. 

But more important than that is 
the securing of the necessary political 
conditions for an urban society. This 
is dependent upon a sufficient degree 
of political order and security to 
enable the peasant, trader and 
craftsman to specialise and to organ- 
ise their affairs in the expectation 
that their mutual commerce will not 
be forcibly interrupted or arbitrarily 
interfered with. 





Black Pools 


By HuBERT 


Lotteries are illegal in _ this 
country, but the pools are, for all 
practical purposes, indistinguishable 
from lotteries. They are protected by 


the fiction that the application of 


‘skill’ in forecasting gives one entry 
a better chance of a prize than 
another. 

That this contention has no 
foundation in fact was conclusively 
shown in the evidence I gave to the 
Royal Commission on Betting, Lot- 
teries, and Gaming. The Royal 
Commission went practically all the 
way towards accepting my con- 
clusions. 

These gigantic gambles attract, 
during the football season, some 
£65m. of wage-earners’ money. They 
enjoy the tacit support of the Govern- 
ment, which collects £20m. annually 
in tax; and the active support of the 
popular Press, which wastes (I esti- 
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mate) some 500 acres of newspaper 
space weekly in giving form analyses, 
tips, and advice on ‘permutations’. 
None of this, incidentally, has the 
smallest bearing on a competitor’s 
chance of winning. 

The Royal Commission’s recom- 
mendations, which were unanimous, 
are designed to protect the ‘investor’ 
against fraud; and to bring home to 
him, what he does not in the least 
realise, that half his money goes 
down the drain before any of it is 
distributed, and that the odds against 
him winning a big prize are astro- 
nomical. The so-called treble chance, 
with its £75,000 prizes, is made to 
look an attractive proposition. In 
fact, the ‘investor’ of half-a-crown 
weekly in this gamble can expect to 
win a £75,000 prize once in 400,000 
years, 


From Letter, The Times, London, February, 1953. 





Principles on which a sound Policy can be based for 


Agricultural Expansion in Australia 


By Dr Kerry O. CAMPBELL 


Reader in Agricultural Economics, Sydney University 


What sort of problems confront a government when it decides to foster the expansion 

of its country’s agriculture? Dr Campbell deals with two of the most important 

questions: Agricultural price policy, and the procurement of investment capital. 

He deals with the subject against the background of the Australian economy, 

but his discussion of the fundamental problems of agricultural economics makes 
his paper of more than local interest. 


HE purpose of this article is to 

discuss two important problems 

which inevitably arise when a 
government sets about fostering the 
expansion of rural industries. 


(1) The appropriate agricultural 
price policy to be followed ; and 


(2) The problem of stimulating 
capital investment in agricul- 
ture. 


The two cornerstones of agricul- 
tural price policy in Australia since 
the war have been long-term con- 
tracts in the international sphere and 
price stabilisation schemes in the 
domestic sphere. As a result of the 
operation of these and other price 
stabilisation techniques, returns from 
most primary products have just 
about kept abreast of rising costs. 
Returns from wool, which have not 
been subject to such restraints, have 
been an important exception to this 
generalisation. 


Since both overseas contracts and 
domestic stabilisation schemes in- 
volve long-term commitments, it 
follows that any sudden departure 


from them is scarcely to be expected. 
Statements about the current pro- 
gramme of agricultural expansion 
which have come from the Agricul- 
tural Council and other govern- 
mental sources contain no significant 
reference to the subject of prices. 
Moreover, a new fifteen-year Anglo- 
Australian meat agreement and a 
new five-year dairy stabilisation 
scheme became operative from July 
I, 1952. 

Could any increase in output be 
expected from a change in agricul- 
tural price policy in the present cir- 
cumstances? In an attempt to 
answer this question, three major 
aspects of the problem will be con- 
sidered: first, the nature of the 
short-term supply response of agri- 
culture as a whole to a general rise 
in prices; second, the relation of 
price changes to efficiency in agri- 
culture; and third, the contribution 
of an improvement in prices to a 
better distribution of resources within 
agriculture. 

The first question is whether an 
increase in agricultural prices would 
result in an immediate net increase 


From‘ The Role of Prices and Investment in Agricultural Expansion’, in The Australian Quarterly, 
Sydney, December, 1952. 
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in aggregate production; that is, 
something more than mere substitu- 
tion between different agricultural 
enterprises. 


The nature of the aggregate 
supply response of agriculture to 
improvement in its terms of trade is 
one of the most contentious points in 
agricultural economics today. What 
is more, there is no satisfactory 
empirical evidence from Australian 
agricultural history which gives any 
clear guidance on this problem. 


Agriculture in Depression 


There are some who argue by 
analogy from the observed response 
of agriculture in depression to the 
possible response in prosperity. Jn 
depression, the agricultural industries of 
most countries generally show no tendency 
to decline, and oftentimes actually expand. 
Maintenance of production and under- 
employment are the rural counterparts of 
curtailment of production and unemploy- 
ment in industry. Australian agricul- 
tural producers responded in the 
classical fashion during the Great 
Depression. 


Even if the output of agriculture 
does expand in response to falling 
prices in periods of depression, it 
does not necessarily follow that the 
output will contract, given favour- 
able price terms in a period of full 
employment. Nor is there any logical 
necessity that the factors operating 
in either instance are identical. 


There have even been suggestions 
that the best recipe for agricultural 
expansion in the present circum- 
stances might be price reduction. 
This type of response, which might 
be called the ‘peasant response’, 
represents essentially the substitution 
of leisure for increased income at 
relatively low income levels. How- 
ever, this type of response is not a 
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dominant characteristic of the more 
commercialised sector of Australian 
agriculture. If something similar is 
present in this sector it is traceable 
to a faulty taxation system, which is 
destroying incentives. This latter 


phenomenon has an exact parallel in 
the industrial and commercial sec- 
tors of the economy, and is not 
identical with the ‘peasant response’. 


It does seem that, as a result of a 
significant rise in prices, some expan- 
sion might be expected, centred 
chiefly on the beef cattle and cereal 
industries, provided that taxation is 
not allowed to neutralise the effect 
of a price rise. 

The second consequence of a rise 
in agricultural prices is the improve- 
ment in efficiency which is frequently 
associated with such a price rise. 
Evidence is accumulating which 
indicates that in areas of commercial 
agriculture, expansion in agricultural 
production occurs discontinuously and that 
the periods of expansion are associated 
with marked improvements in agricultural 
prices. In such a period of expansion, 
productivity per worker tends to rise 
very rapidly and then levels out on 
a plateau until the next time a similar 
conjuncture of events occurs. It 
would appear that during the spas- 
modic bursts in production, farmers 
tend to purchase new types of 
machines and generally replace ob- 
solete equipment. 


Saving and Investment 


To the average farmer deprecia- 
tion reserves are almost completely 
unknown. The bulk of the surplus 
available after farm family living 
expenses are met is immediately 
reinvested in capital goods for use 
in farm production, so that normally 
there is no discontinuity in the saving- 
investment process in agriculture. 
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The process of adoption of new 
technologies is largely non-reversible. 
The new methods almost always 
result in a reduction in average costs. 


The amount of new technology 
available here and overseas which 
has not yet been incorporated in 
Australian agricultural practice is 
simply enormous. Failure to adopt 
these new techniques provides a 
partial explanation of the relatively 
poor rate of increase (about 10 per 
cent) in the agricultural output of 
this country since 1939. 


Because of the policy of gradual- 
ism implicit in the recent practices 
of tying prices to cost movements 
prices have risen over the past seven 
years until in some cases they are 
approximating world parity. Conse- 
quently the opportunities of securing 
any rapid increase in productivity by 
an abandonment of price stabilisa- 
tion techniques are rapidly fleeting. 

‘ 


4 

This discussion might be summed 
up in the proposition that the stagna- 
tion costs of a system of stabilised agri- 
cultural prices are such as to outweigh 
their redeeming features, particularly in 
the case of an agricultural exporting 
country, and that a general rise in 
agricultural prices would probably 
contribute to an expansion in the 
output of rural industries. 


Stagnation Costs 


This discussion has also revealed a 
close link between price policy and 
capital investment in agriculture. It 
is to this second important aspect of 
any policy of production expansion 
that we now turn. 


To achieve any marked increase in 
farm output, considerable additional 
capital will have to be sunk in rural 
industries. Despite the obvious need 
for direct government investment, 
the greatest contribution to increased 
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output will undoubtedly come from 
private investment by existing 
farmers. Our agricultural industries 
are under-mechanised in the light of 
recent development. Much of the 
land is not producing to its full 
economic potentiality, judged on 
modern technical standards. 


Equity Capital 

An important aspect of any pro- 
gramme of expansion must therefore 
be the exploration of all possible 
means of inducing farmers to invest 
capital in their properties. The 
important fact to realise is that it is a 
vastly different proposition to indus- 
trial financing. Equity capital is the 
exception rather than the rule in agriculture. 
In contrast, the responsibility for 
capital accumulation falls primarily 
upon individual family firms in 
agriculture. Fortunately, because of 
institutional pressures and other 
reasons, farmers have a higher propensity 
to save than other sections of the community. 


There are four principal methods 
by which private investment on 
farms might be encouraged. 


(1) The possible role of prices in 
stimulating investment. 


The British Government, in the 
particular situation which it faced 
after World War II, apparently 
realised that agricultural investment 
was dependent to a large extent upon 
farmers’ liquidity. When it decided 
to pump new capital into British 
agriculture as part of the agricultural 
expansion programme which began 
in 1947, it used what it has called ‘a 
quite excellent method’ of injecting 
£40 million per annum by additions 
to farm prices. No statistical appraisal 
of the consequences of this action has 
yet appeared, but apparently the 
British Government felt that, by 
1951, sufficient production response 
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had been achieved to warrant a pro- 
gressive reduction in such capital 
injections. 

In Australia great emphasis has 
been placed on price guarantees on 
the argument that one consequence 
of the reduction in price uncertainty 
confronting farmers would be more 
rational investment on farms. 

(2) Making appropriate taxation 
concessions for expenditure on capital 
equipment. A major setback to farm 
investment occurred when the 40 
per cent initial depreciation allow- 
ance was discontinued in Australia 
last year. 

(3) Ascheme which allows farmers 
to set aside so-called development 
funds out of which investment could 
subsequently be made. 


(4) Farmers’ attitudes towards 
borrowing often lead them to be 
reluctant to use credit. Having 
credit available, and getting farmers 
use to it, are two entirely different 
things. For this reason, there may be 
distinct advantages from a national 
standpoint in allowing farmers to in- 
crease their investments during 
periods when conditions conducive 
to such investment exist. 


Agriculture in Inflation 


Basic to any understanding of the 
shortages of materials and labour in 
agriculture, is the largely uncon- 
trolled inflation which has gripped 
the economy in recent years. But 
why in this situation has the farming 
community come off so badly in the 
matter of getting a reasonable pro- 
portion of the supplies that have been 
available? It may be that price 
control of many agricultural pro- 
duction requisites has been too re- 
pressive. Perhaps if Australian prim- 
ary producers had had a better deal 
as regards prices in the postwar 
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period, they might have been able to 
compete better with so-called non- 
essential industries, the prices of 
whose products were less rigorously 
controlled. 


Farmer v. Dollar 


But better prices would not have 
permitted the importation of the 
American and Canadian farm equip- 
ment, which is so much needed under 
Australian conditions, without a 
better appreciation by the Common- 
wealth Government of the necessity 
of having this equipment. Good 
opportunities to secure such machin- 
ery before the Korean War made its 
demands on the American economy 
have been lost. Even now, it would 
be reasonable to seek special dis- 
pensations as regards this country’s 
use of dollars for this purpose. 


The policy here suggested would 
obviously cut across and conflict 
with other established economic 
policies of the Commonwealth 
Government, particularly in the 
field of fiscal and monetary manage- 
ment. T'wo of these policy dilemmas 
might be mentioned in conclusion. 

(1) The existing wages system is 
a serious impediment to the adop- 
tion of the price policy which has 
been suggested in this paper as a 
potent means of stimulating agri- 
cultural expansion. Any lift in agri- 
cultural prices immediately enhances 
the cost inflation via the quarterly 
basic wage adjustments. 


One possible answer lies in the 
direction of consumer subsidies, but 
the political and economic climate is 
not favourable to their widespread 
extension in Australia at the present 
time 


(2) It would seem that the current 
anti-inflationary techniques em- 
ployed in Australia strike at the 
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heart of the processes by which 
improvements in agricultural effici- 
ency and expansion in agricultural 
output take place. 

The untoward effect of such 
stabilisation policies on agriculture 
might not be important in a balanced 
economy. Such an economy might 
unhesitatingly place 
economic stability before all other 
considerations. But, for an agricul- 
tural exporting country, such a 


the goal of 
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choice should not be taken lightly. It 
may be that a country in this position 
cannot push its economic stabilisa- 
tion measures as far as would perhaps 
be desirable on other grounds, and 
yet preserve the ability of its export 
industries to maintain the required 
volume of exports and compete suc- 
cessfully on the major markets of the 
world. Some re-examination of Aus- 
tralian economic policy from this 
standpoint is long overdue. 


Also worth reading: ‘The Problem of Planning Agricultural Programmes in Less-Developed 
Countries’, by M. Ezekiel and A. Saco, and ‘Some Aspects of the Long-Term Contract’, by 


1. Eastwood. 


See Ref. 258. 


New Zealand’s Rosy Prospects 


BY D. P. TAyLor, 
Trade Officer, Office of the High Commissioner for New Zealand, London. 


HE fact that New Zealand grows 
essential materials required by 


the people of the world, and 
that world population is increasing 
at the rate of 20 million per annum, 
gives confidence that we will not 
lack demand for our products. This 
will be further assured if interna- 
tional action, by such means as the 
Colombo Plan and ‘Point Four’, 
succeeds in raising world living 
standards. Price fluctuations will no 
doubt recur but time alone will show 
whether these can be smoothed out 
by commodity agreements as pro- 
posed at the recent Commonwealth 
Conference. 


The importance of increasing the 
productivity of our grass lands must 


be emphasised; further expansion of 


farm production can therefore be 
anticipated. Indeed, our greatest 
expert in this field has said that with 


the bringing in of undeveloped 
country and the application of still 
more effective methods of grass land 
culture, there is no reason why primary 
production should not be doubled. During 
the next twelve months we hope to 
increase Our meat exports by 20,000 
tons, our butter exports by 5,000 
tons and cheese exports by from 
four to five thousand tons. 


New Zealand has possibly the 
largest man-made forests of exotic 
timbers in the world, and these trees, 
like the grass, grow more quickly 
than in most other countries. We are 
now on the verge of an extensive 
woodpulp and newsprint industry 
which, as it grows, should enable us 
to make a real contribution to ster- 
ling area finance. Allied to the 
forestry development will be a 
growing chemical industry which 
will provide some of our extensive 


From Henry Morley Lecture, delivered at the Royal Society of Arts, London, February 12, 1953. 
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farm fertiliser requirements. 


Hydro-electric Reserves 


Our water power has a potential 
output of some 10 million horse- 
power, and it is rapidly being 
harnessed to provide additional 
energy for those industries requiring 
cheap electricity. These resources 
may be supplemented by power 
generated from geo-thermal steam. 
It has already been proposed that 
these substantial hydro-electric power 
supplies should be used for the 
production of aluminium from im- 
ported bauxite, titanium from our 
own titaniferous iron sands and, 
perhaps, nitrogen for fertilisers. In 
association with these developments 
will come an expansion of our 
engineering industry, although so far 
ahead as can be foreseen we will still 
depend on imported heavy and 
complex capital equipment. 


There is still great scope for the 
further processing of our present 
products. There may be distinct 
advantages to be secured by export- 
ing our wool in scoured rather than 
greasy form. In the course of time, 
we may also be expected to develop 
our own top-making industry and 
progress much further in the manu- 
facture of textiles. The tanning 
industry working close to its raw 
materials will also grow in impor- 
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tance as will associated leather goods 
plants. A pharmaceutical industry, 
based on substances obtained from 
animal glands and by-products, will 
also come into being. 

We may expect in the future to 
process more of our food products 
and to export them in packaged 
rather than in bulk form. Instead of 
concentrating on cheddar cheese as 
we have done, largely to meet 
United Kingdom requirements, we 
will undertake the manufacture of 
processed and other types. All these 
developments will take time but, in 
any assessment of New Zealand’s 
future, they surely provide grounds 
for confidence in our continuing pro- 
gress. 


Tourist Country 


The airport which serves Welling- 
ton handled 18,312 plane movements 
in the twelve months ended March 
31, 1952; this total was only 4,300 
less than the movements at Northolt 
in the same period. 

New Zealand is undeniably an 
attractive country with a remarkably 
wide range of beautiful scenery. 
With the development of speedy air 
travel across the Pacific—Comet air- 
liners will be operating shortly—we 
can be fairly sure that New Zealand 
will become one of the great holiday 
sorrets of the world. 





Colin Clark to Address Economic Research Council 


Mr Colin Clark will give an address on Taxation at a meeting of the Economic 
Research Council, on Wednesday evening, March 4, at 8 o’clock. 

The meeting will be in the Angus Room, 55 Park Lane, London, W.1!. Mr Ian 
Mactaggart will preside. The lecture will be followed by questions and discussion. 

Non-members of the Council will be welcome, if they will kindly notify their intention 
to be present to the Secretary, Economic Research Council, 18 South Street, London, 


W.1. (GROSvenor 4581). 


After fourteen years in Australia, Mr Colin Clark has recently returned to Oxford as Director of 
the University Institute of Agricultural Economics. 








Paley Committee-Man’s Further Thoughts on 








Raw Materials Problems 


BY Proressor E. S. Mason (HARVARD) 


The author was a member of the U.S. President’s Materials Policy Commis- 

ston. The following extracts from his article in the first issue of the Journal of 

Industrial Economics represent his personal reflections on some of the Commission’ s 
important findings. 


ATES of consumption during 
R Were War II were huge and 

the extraordinarily high produc- 
tion of durable goods during the 
post-war period created abnormally 
large requirements, particularly for 
mineral raw materials. Added to this 
were the increased and speculatively 
accelerated material demands of the 
Korean war and rearmament. Dur- 
ing the period from 1940 to 1952 
shortages of important raw materials 
in the United States have been 
sufficiently serious to justify direct 
government controls in nine of the 
twelve years. And, during the same 
period of time, there may have 
occurred a reversal of long-term 


downward trend in the real cost of 


producing raw materials. 
Assumptions 


The projections of materials re- 
quirements used by the Commission 
assume for the United States a 28 
per cent increase in population 
during the next quarter century and 
a 2} per cent per annum increase in 
the per capita productivity of the 
labour force. These assumptions 
yield a doubling of gross national 
product by the mid-1970s. If this 
growth rate is realised it is projected 


that overall materials requirements 
will be some 60 per cent higher in 
1975 than in 1950, with minerals re- 
quirements rising some go per cent 
and the requirements for agricultural 
products by 40 to 50 per cent. 


... and Terms of Trade 


What, under these circumstances, 
is likely to happen to the terms of 
trade of manufactured for primary 
products? If the terms of trade are 
not to worsen for producers of manu- 
factures, 50-60 per cent expansion of 
primary production must be accom- 
plished at real costs that decline 
approximately as rapidly as may 
be expected for manufactured pro- 
ducts. It may be anticipated with 
some confidence that the real cost of 
fabrication will decline as improved 
technology reduces the factor imputs 
required per unit of output. Can 
and will improved technology and 
organisation accomplish a similar 
reduction in the real costs of wringing 
primary products from a_ limited 
physical environment ? 

It is fairly clear that, during the 
period 1875-1940, the real costs of 
primary production have not only 
declined as rapidly as the real costs 
of fabrication, but more rapidly, and 
that the economic growth of Western 


From ‘An American View of Raw Materials Problems’, in The Journal of Industrial Economics, 
Oxford, Vol. |, No. 1, November, 1952. 
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Europe and the United States has 
been heavily dependent on the rate 
of improvement of primary produc- 
tion. During the twenty-five years 
preceding 1900 the terms of trade 
moved strongly in favour of manu- 
factured products. The fact that this 
movement was temporarily checked 
during the period 1g00-14 may have 
had something to do with the ap- 
parent slowing down of per capita 
productivity both in Britain and the 
United States during these years. 
The very great improvement in their 
terms of trade during the inter-war 

riod certainly sheltered Britain 
from the full economic consequences 
of the great depression. 


Prospect of Manufacturers 


On the basis of data assembled by 
the Commission certain tentative 
propositions seem warranted. Gran- 
ted a relative freedom for resources 


to move to lowest cost sources of 


supply and for materials to move to 
highest priced markets there is little 
evidence to support the contention 
that terms of trade must necessarily 
turn sharply against manufacturers. 
This appears to be true even if a 
large increase in population is as- 
sumed. 

If, in fact, the terms of trade do 
worsen substantially for manufac- 
turers it will be mainly because 
currencies are not convertible for 
purchase in lowest priced markets, 
because certain countries embark on 
irrational programmes of industrial- 
isation, because increased obstacles 
are placed in the way of the flow of 
foreign capital particularly into 
minerals development, and because. 
in general, policies of self-sufficiency 
reign supreme. 

A substantial worsening of the 
terms of trade for manufactures 
brought about by diversion of re- 
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sources towards industrialisation in 
the primary producing countries 
would obviously affect adversely the 
interests of the industrial countries, 
of Western Europe, Britain and 


Japan. The concomitant improve- 


ment in the terms of trade for 
primary production, on the other 
hand, would not necessarily promote 
the interests of the raw material 
producing countries, if it is purchased 
at the expense of a drift from low- 
cost imported maufacturers to high- 
cost domestic production. The 
interests of the United States could 
not help but be seriously threatened 
by a series of measures that may not 
only check the rate of economic 
growth in the free world as a whole, 
but impose on certain countries 
problems of adjustment to which 
their economic and political struc- 
tures are not well adapted. 

This problem of bringing about a 
balance between industrial develop- 
ment and raw material expansion 
that will facilitate economic growth, 
not only in industrial but in primary 
materials producing countries, is 
obviously one of the critical problems 
of international organisation. 


Agricultural Output 


There is not much doubt that at 
existing price relationships American 
agricultural output could increase 
over the next quarter century by 
much more than the projected 40 
per cent. If foreign demand were 
available it is probable that an ex- 
pansion of exports rather than a 
reduction of the farm labour force 
would be the alternative chosen. 

This evaluation of agricultural 
possibilities can be applied without 
much modification to Canada, Aus- 
tralia and Argentina. If these possi- 
bilities are not realised it will be 
largely because of national bodies 
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unfavourable to primary production. 

An appraisal of the outlook for 
mineral raw materials must start 
from the fact of the overwhelming 
importance of coal, petroleum and 
steel. For any industrial country a 
10 per cent increase in the real price 
of coal, steel and petroleum would 
be much more serious than a 50 per 
cent increase in the real price of 
all other minerals taken together. 

The consumption of steel in the 
United States—and in most other 
industrial countries—is more than 
twice as great tonnage-wise as the 
consumption of the total of all other 
metals. The next most important 
metal both in weight and in value is 
copper, soon to be displaced from 
this position by aluminium. 


Power Supplies 


There is enough information avail- 
able to justify the statement that, 
were resources free to move to 
lowest cost sources of supply, pro- 
jected requirements for the principal 
metals could, without much doubt, 
be satisfied over the next quarter 
century at declining real costs. This 
means real costs at present points of 
principal consumption, and the state- 
ment is made with full recognition of 
the difficulties of access to some of 
the richer ore bodies. 

The free-world situation with 
respect to energy resources is very 
much the same as it is for mineral 
raw materials. When full account is 
taken of the substitutibilities of coal, 
petroleum, natural gas and hydro- 
electric power and the flexibility of 
conversion of one energy source into 
another, there are no overwhelming 
technical obstacles to the satisfaction 
of projected energy requirements at 
real costs that—if not declining—at 
least need not rise very much. 

As compared with other industrial 
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countries an extraordinarily high 
percentage of American energy re- 
quirements are met from petroleum 
and natural gas. Over the next 
quarter century this percentage is 
expected to increase. During the 
period since the war about 40 per 
cent of U.S. energy and heating 
requirements has been met by coal, 
roughly 35 per cent by petroleum, 
nearly 20 per cent by natural! gas and 
not over 5 per cent by hydro-electric 
power. This contrasts with the situa- 
tion in 1g00 when roughly go per 
cent of the energy and heating 
requirements of the United States 
were supplied by coal. 

American energy requirements are 
projected to double by 1975. Al- 
though coal production is expected 
during this period to increase from 
something over 500 million tons to 
about goo million, the share of the 
energy burden assumed by coal is 
projected to decline to less than 40 
per cent. The position of petroleum 
is expected to remain about the same, 
natural gas will carry an increased 
burden and hydro-electric power 
will, perhaps, decrease slightly. 

The principal uncertainty in the 
U.S. energy situation concerns the 
future of natural petroleum produc- 
tion. For the last quarter century, 
despite a _ three-fold increase in 
petroleum consumption, U.S. 
measured reserves have increased 
sufficiently to guarantee a 12-14 
years supply at current rates of con- 
sumption. The accelerated rate of 
discovery, however, has not pre- 
vented the United States from be- 
coming a net importer to the extent 
of 300 million barrels per annum, and 
it seems highly probable that not 
only the volume but the percentage 
of domestic consumption imported 
will increase. 

At a price not much higher than 
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the current price of crude the 

roduction of oil from shale will 
ecctine possible, and it is estimated 
that the upper limit of shale-oil 
production in the United States is 
not less than 24 billion barrels per 
year which is somewhat greater than 
total current consumption. Beyond 
that there are the very large coal 
resources of the United States avail- 
able for synthetic petroleum produc- 
tion. 


Energy for W. Europe 


The energy outlook for Britain and 
for western Europe, on the other 
hand, is clouded by the almost com- 
plete dependence of the area on 
imported liquid fuels, the lack of 
indigenous supplies of natural gas, 
and the probability that large in- 
creases in coal production, if forth- 
coming at all, will be at increasing 
costs. 

A worsening of the western Euro- 
pean energy situation can only be 
avoided if the area can count on 
Near Eastern production of petro- 
ileum and, possibly, of natural gas. 
The President’s Commission projects 
a tripling of the petroleum require- 
ments of western Europe and Britain 
by 1975. There are no technical 
reasons why an increase even more 
rapid than this could not be attained 
without encountering rising real 
costs. The real problems have to do 
with difficulties confronting capital 
expansion in the area and with pay- 
ments questions. 

It is furthermore technically pos- 
sible to pipe large quantities of 
natural gas, now unutilised, to 
western Europe at costs substantially 
less than the current price of manu- 
factured gas. In a situation, how- 
ever, where an expensive installation 
could be rendered useless by any one 
of the countries in which it is located 
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or easily overrun in case of war, it is 
unlikely that the required capital 
investment will be forthcoming. 


The data assembled by the Presi- 
dent’s Commission suggest strongly 
to this observer that the materials 
requirements associated with a doub- 
ling of the real incomes of free-world 
countries could technically be met 
over the next quarter century at 
declining real costs. This conclusion 
depends on a moderation of national 
policies now oriented towards self- 
sufficiency, a greater willingness on 
the part of primary producing 
countries to provide a_ hospitable 
reception to foreign capital, and the 
working out of international arrange- 
ments looking towards the provision 
of adequate lending and technical 
assistance. 

Research conducted under Gov- 
ernment auspices has made a major 
contribution to the phenomenal in- 
crease in American productivity 
over the last decade. 

Many competent observers con- 
sider price instability to be the 
materials problem. 


Price Aspect 


There is no doubt concerning the 
hardships inflicted by a sharp fall 
in prices on raw materials producers, 
or the severity of payments difficulties 
encountered by both importing and 
exporting countries as a result of the 
gyrations of these prices. Despite 
these facts, about all the President’s 
Commission has to suggest is a more 
responsible management of stockpile 
procurement, avoidance of restric- 
tive cormmodity agreements in favour 
of multilateral contracts of the type 
of the International Wheat Agree- 
ment, and a tentative espousal of 
international buffer stocks on an 


experimental basis. 
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Synthetic Rubber—Even From Brazil! 


Rapid progress in the chemistry and technique of synthetic rubber manufacture 
constitutes a serious challenge to the producers of natural rubber. Even Brazil 
is contemplating the construction of a synthetic rubber plant. 


HE question of setting up facili- 

ties for the production of man- 

made rubber is at present being 

examined in the U.K.., in France, in 

South Africa, and even in Brazil, the 

original homeland of natural rubber 
cultivation. 

These developments assume special 
significance at a time when synthetic 
rubber is facing its first real test in 
competition with the natural pro- 
duct, as a result of the removal last 
July of all restrictions on the trading 
of both synthetic and natural rubber 
in the United States, where well over 
half the world’s present rubber de- 
mand of more than 2.3 million tons 
a year is being absorbed. . 

Natural rubber interests have long 
been critical of the U.S. Government 
for having fixed the price of synthetic 
rubber at a level which they consider 
to be below the true cost of manufac- 
ture, in that it makes, in their con- 
tention, no adequate allowance for 
commercial overheads and _ profit, 
thus depressing the natural rubber 
market. While the American syn- 
thetic general purpose (GR-S) rub- 
ber—chiefly made from petroleum- 
base products—has been available 
for 23 cents a lb. since last March, 
natural rubber at present costs about 
29 cents (or just over 2s.) a lb. 
Sharpened attention is_ therefore 
focused on the proposals now being 
worked out by the U.S. Reconstruc- 
tion Finance Corporation for a pos- 


sible transfer of the government- 
owned synthetic rubber plants to 
private industry on the expiration, in 
April 1954, of current legislation on 
the federal administration’s control 
over these facilities. 

But even if such transfer were 
sanctioned by Congress, it seems far 
from certain that it would result in a 
rise in the price of synthetic rubber. 
The past few years have seen con- 
tinuous progress towards the develop- 
ment of new cost-saving techniques 
of synthetic rubber manufacture, 
coupled with essential improvements 
in the quality of the man-made 
product. 


Buna and Vulcollan 


Surely the most revealing index of 
the steadily improving competitive 
position of the man-made vis-a-vis the 
natural material is the growing 
interest shown in extending synthetic 
rubber manufacture beyond the 
North American Continent. After 
part-rehabiliation of Western Ger- 
many’s once highly developed pre- 
war facilities for the production of 
Buna rubber—the coal-based equiva- 
lent of GR-S—production at the 
Chemische Werke Huels in the Ruhr 
area was resumed 15 months ago at 
an initial rate of about 6,000 tons a 
year. 

The company’s ultimate target is 
set four to five times as high. The 
raw material basis for Buna making 


From ‘Widening Interest in Synthetic Rubber’, Petroleum Press Service, London, February, 1953. 
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is to be changed from coal to oil, in 
order to lower the present prohibitive 
cost of manufacture. 


The development of an entirely 
novel type of synthetic rubber, known 
as ‘Vulcollan’ and so far available 
only in experimental quantities, was 
recently announced in Western Ger- 
many by the Bayer concern of 
Leverkusen, formerly a member of 
the giant I.G. Farben combine. 
Vulcollan is a coal-based product of 
‘isocyanate chemistry’, made by pro- 
cesses closely related to those used 
in the manufacture of the German 
nylon-type synthetic fibre ‘Perlon U.’ 
(A similar type of rubber, claimed to 
be superior to Vulcollan in certain 
processing characteristics, was lately 
evolved by Goodyear in the U.S.A.) 


French and British Plans 


In France, ten leading firms of the 
rubber, chemical, and petroleum 
industries have recently formed a 
‘Syndicat d’Etudes Francais pour la 
Fabrication du Caoutchouc Syn- 
thétique’, to prepare the ground for 
the domestic production of butyl 
rubber, a petroleum-based material 
mostly used for inner tubes of car 
tyres. On acceptance of the project, 
a special company is to be formed 
with the co-operation of the syndi- 
cate, to undertake the erection of a 
butyl factory and the manufacture 
and distribution of its products. 


In the U.K., the Chairman of the 
Dunlop Rubber Co. has reiterated 
the desirability of providing effective 
safeguards against interruptions in 
natural rubber supplies by setting up 
rubber-making facilities within the 
United Kingdom. Discussions on 
this subject have also taken place, 
and are being continued, between 
the Scottish Council, the British 
Ministry of Supply, the National 
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Benzole Association, and industrial 
concerns in the U.K. 

In South Africa, a spokesman of 
the Department of Commerce and 
Industry recently drew attention to 
the advantages that the Union might 
derive from linking its future oil- 
from-coal industry with synthetic 
rubber production. SASOL’s £20 
million Fischer-Tropsch . plant at 
Coalbrook, O.F.S., which is due to 
go into operation by mid-1954, is 
designed for an initial output of some 
225,000 tons a year of liquid fuels, 
plus an unspecified amount of chemi- 
cals. These by-products, it is stated, 
would yield the essential feedstocks 
sufficient for making some 20,000 
tons a year of synthetic rubber at an 
estimated cost of no more than 17d. 
a pound, and possibly less, which is 
roughly a third below the present 
import price of natural rubber, and 
also about 15 per cent below that of 
American GR-S. 


Rubber from Sugar-Cane 


Even in rubber-growing Brazil, 
proposals for supplementing natural 
production by domestically manu- 
factured synthetic rubber have 
recently been put forward. Accord- 
ing to these plans, synthetics produc- 
tion would be based on domestic 
surplus supplies of sugar-cane alcohol 
for making butadiene. Although the 
country’s output of tree rubber, 
averaging some 23,000 tons a year 
over the past decade, was more than 
sufficient to meet domestic require- 
ments until about three years ago, it 
has since been lagging behind de- 
mand by a considerable margin; by 
1951, that gap amounted to over a 
quarter of the current rate of pro- 
duction, and Brazilian imports of 
natural rubber from S.E. Asia 
totalled nearly 9,000 tons in the first 
seven months of 1952. 













While it remains to be seen 
whether all these projects or studies 
concerning the establishment of new 
synthetic rubber industries will come 
to fruition, the very fact that plans 
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of this kind have been emerging 
recently in notably rapid succession 
is in itself an unmistakable sign of 
steadily growing confidence in the 
economic future of synthetic rubbers. 









































Economic Essays, by R. F. Harrod. Published by 
Macmillan & Co., Ltd., London, Price 18s. 


In this volume Mr Harrod has brought 
together some of the important essays he has 
written on theoretical and applied econo- 
mics since the 1930s. Some of them have not 
previously been published. They range over 
a wide variety of topics—from population 
questions, imperfect competition and em- 
ployment to a debate with Professor Hayek 
on Individualism. Much of the credit for 
making Keynesian economics intelligible to 
the less initiated belongs to Mr Harrod, and 
to many readers some of these essays will be 
old friends. It is pleasant to have them 
together in one volume. 


City of Birmingham Annual Abstract of Statistics, 
1950-1, City of Birmingham Statistical 
Office, Birmingham |. 10/-. 


Whatever may be said of Birmingham’s 
claim to be always in the vanguard of pro- 
press, it certainly is leading the way in civic 
statistics. Birmingham was the first city to 
appoint an official statistician, although 
admirable statistical work is in fact carried 
out and published in the offices of several 
local-government treasurers. It was surely 
also notable that the first appointed Chief 
Statistical Officer was a woman, Dr Enid 
Charles. The annual abstract, of which this 
is the second number, is a model in every 
way; admirably comprehensive and admir- 
ably clear.The only section where we would 
like to ask for yet more information is that 
which deals with Street Accidents. 

The chapter headings are enough to show 
its comprehensiveness. They are: Population; 
Vital Statistics; Health; Housing; Educa- 
tion; Judicial and Protective Services; Care 
of Children; Miscellaneous Services; Trans- 
port and Communications; Public Utilities; 
Employment and Industry; Government; 
Meteorology. There are 192 tables and 12 
maps and diagrams. The present editors are 
Dr Richard Padley, Deputy Chief Statistical 


New Books Reviewed—(see also p. 142) 


Officer, and Wallis 
Statistician. 

Although the title cites 1950/1, practically 
all figures are extended into 1952. 


Taylor, Assistant 


Directory of Paper Makers of Great Britain and 
Ireland for 1953. Published by H. F. @ G. 
Witherby, Ltd., London.—\4s. 


The 1953 edition of this Directory con- 
tains the usual, comprehensive information 
on the industry, including a full list of Paper 
and Millboard Manufacturers, as well as 
details of their products and capacity. 


The Fruit Annual, 1952-3, published by 
British-Continental Press, Ltd., London.—{\. 


This Directory contains particulars of 
fruit exporters, importers, producers, manu- 
facturers and transport services. Users will 
also appreciate the multi-lingual ‘Dictionary 
of Fruit Terms’. 


Publications of United Nations and 
Specialised Agencies 


Government Policies Concerning Unemployment, 
Inflation and Balance of Payments, 1951-52. 
(H.M.S.O. 7/6.) 


Sharing Skills: Stories of Technical Assistance. 
(H.M.S.O. 2/6) 


Mobilisation of Domestic Capital in Certain 
Countries of Asia and Far East, E.C.A.F.E., 
Bangkok. (H.M.S.O. 11/-) 


Economic Survey of Asia and Far East, 1951. 
(H.M.S.O. 17/6) 


Study of Trade Between Latin America and 
Europe, prepared by E.C.L.A., E.C.E., 
F.A.O. (H.M.S.O. 17/6) 


Second World Food Survey, F.A.O., Rome. 
(H.M.S.O. 2/6) 
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British Capital Movements, 1919-1952 


Note: These compilations of issues of new capital exclude all borrowings by the British Government ; 

shares issued to vendors ; allotments arising from the capitalisation of reserve funds and undivided 

profits ; sales of already issued securities which add nothing to the capital resources of the company 

have been offered ; issues in replacement of securities previously held in the United Kingdom ; and 

private placings for which no market quotations are obtained. The figures are based upon the price 
of issue. Compiled by the Midland Bank, Lid., London, January, 1953. 


New Capital Issues in the United Kingdom since 1919 
£000 omitted—Year to December 31 


1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 


237,54! 
384,211 


215,795 
236,669 
203,760 
223,546 
219,897 
253,266 
314,714 
362,519 
253,749 
236,160 

88,666 
113,038 
132,869 
150,190 
182,824 


1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 


1947 
1948 
1949 
1950 
1951 
1952 


217,221 
170,906 
118,098 
66,294 
4,096 
2,326 
3,885 
8,583 
7:576 
20,468 
130,770 
151,108 
251,365 
138,448 
312,932 
251,990 
370,485 





Analysis by destination and type of borrower 


Home: 
Public bodies 
Production ... 
Trade 
‘Transport 
Finance 


Total 
%, of all issues 
British countries: 
Public bodies 
Companies ... 


Total 


% of all issues 


1951 = 1952 
75,500 205,800 
108,064 94,444 
7,112 14,107 
5,669 1,126 
6,954 7,583 





203,299 323,060 








80.7 87.2 


29,763 33,377 
8,220 12,733 





37,983 46,110 





£000 

1938 1949 1950 
27,563 — 154,380 
48,289 80,199 94,364 
10,992 7,428 8,054 
473 33 887 
5429 7,828 4,566 
92,746 95,489 262,251 
78.5 69.0 83.8 
10,092 20,921 28,240 
11,192 20,651 16,911 
21,284 41,573 45,151 
18.0 30.0 14.4 





15.1 12.4 
continued on p. 137 
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Foreign countries: 1938 1949 1950 195! 1952 
Public bodies oe 1,237 9,650 - 
Companies ... son 4,067 150 5,530 1,059 1,315 

Total =the Balt 4,067 1,387 5:530 10,709 1,315 
% of all issues... 3.5 1.0 1.8 4.2 0.4 
Total overseas ..» 25,351 42,960 50,681 48,691 47,425 
% of all issues... 21.5 31.0 16.2 19.3 12.8 
All issues al ..- 118,098 138,448 312,932 251,990 370,485 
Analysis by industrial and other groups 
£000 
1938 1949 1950 195! 1952 

Governments ... i 7,900 21,179 33,140 33,325 33,377 

Local Authorities ... 28,215 g8o 1,238 

Public boards... ; 1,540 149,480 80,350 205,800 

Total * -» 37,6055 22,159 182,620 114,913 239,177 

Companies: 

Railways... xe 305 1,274 
Gasand water... = 5,769 — 2,012 1,696 5,903 2,724 
Electric light and 

power... .-» 15,032 3,329 3,990 1,083 1,955 
Telegraph and tele- 

phone... i 999 1,396 8,572 
Road transport... 473 10! 150 
Shipping, canals and 

docks na ies 526 737 6,35! 1,126 
Banking and _ insur- 

ance eos 6s 525 675 3,260 300 
Investment and 

finance ... al 5627 8,435 5,766 4,754 7,283 
Property vas 5,389 271 1,389 2,379 127 
Coal, iron, steel and 

engineering* 11,020 24,178 12,424 10,408 7,607 
Mining ee ioe 5:925 10,403 7,435 1,017 9,271 
ce... he re 4,917 770 5,104 
Tea, coffee, rubber.. 138 967 462 43 400 
Breweries and distil- 

leries ve 5,078 5223 5,588 6,290 12,301 


Miscellaneous, com- 
mercial and indus- 
trial ae .» 19,119 58,926 84,176 91,314 79,641 


Grand total ... 118,098 138,448 312,932 251,990 370,485 





* Including motors and aviation 
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A new Chapter has opened in 





Local Government Finance 


At the end of 1952, section 1 of the Local Authorities Loans Act of 1945 was 
allowed to lapse. This means that Local Authorities may once again finance their 
needs from issues of their own stocks in the capital market. 


EARLY one-and-a-half million 
N persons are employed by local 

government authorities in 
Great Britain—almost half as many 
again as the number directly em- 
ployed by the central Government. 
This total includes not only those 
engaged in administration and in the 
characteristic local government ser- 
vices but also industrial employees 
in the local trading services, and 
about a quarter-of-a-million teachers 
in schools for which the local 
authorities are responsible. 

All told, then, local government 
authorities employ between six and 
seven per cent of the total working 
population. The services which they 
administer, including capital con- 
struction under contract, are valued 
at about one-tenth of the national 
product. Moreover, local authorities 
account for nearly one-quarter of the 
national total of gross ‘fixed capital 
formation’, that is more than the 
amounts for which either fully 
nationalised industries or the central 
Government itself is responsible. 
These comparisons indicate the im- 
portance to be attached to the 
methods by which the operations of 
local government are financed. 

The first section of the Local 
Authorities Loans Act 1945, under 
which all local authorities have been 
obliged to obtain new loans for 


From ‘Long-Term Trends in the Finance of Local Government’, Midland Bank Review, London, 
February, 1953. 


capital purposes principally from the 
Public Works Loan Board, was 
allowed to lapse at the end of 1952. 
It was explained, however, that no 
sudden or large-scale reversion to 
pre-war methods of borrowing was 
intended; the Government stated 
that local authorities would ‘con- 
tinue to be given full access to the 
sources of finance for meeting ap- 
proved commitments’, and that the 
Local Loans Fund would ‘continue 
to provide, on the same general lines 
as at present, for the approved re- 
quirements of the great majority of 
local authorities. But some of the 
large authorities will be invited to 
consider the extent to which they can 
finance their needs from issues of 
their own stocks in the market.’ 

Although, therefore, the im- 
mediate effect of the change may not 
be great, no time has been lost in 
testing the market; for about the 
middle of January the City of 
Birmingham made a successful issue 
of £6m. of 4} per cent stock 1967-70 
at a price of 98. 

Before the war the authorities 
enjoyed considerable freedom of 
choice as between the various per- 
mitted sources of finance. In prac- 
tice, most of the debt incurred was 
contracted in one of three forms. 
Borrowing, from private citizens, 
savings banks and other bodies, by 














LOCAL GOVERNMENT FINANCE 


way of mortgage was popular with 
all types of authority. Issues of stock 
to the public, however, were made 
mostly by the larger authorities, in 
particular the county boroughs. The 
smaller authorities who could not 
make public issues of capital on such 
favourable terms resorted more often 
to borrowing from the Public Works 
Loan Board, established primarily 
for this purpose and drawing re- 
sources from the Local Loans Fund. 


Loans Act, 1945 


The intention to make the Public 
Works Loan Board the only source of 
borrowing, other than temporary, 
was announced in the middle of 
1944. It was foreseen that the com- 
bined demands on the capital market 
of the central Government, local 
government and industry would be 
‘very great’, and that these demands 
‘must be so co-ordinated that they 
are made at the times, and by the 
methods, which are most helpful in 
the general interest’. 

Emergency power to control bor- 
rowing in general had been taken by 
the Government at the outbreak of 
war, and this power was put into 
permanent form in 1946 under the 


Local Loans Fund 








Advances, 1945-1952 
£m. 
Housing ... Ai ia is 1,056 
Loans for private house purchase 55 
Education gI 
Public health 39 
Trading services: 
Electricity and gas* 33 
Transport 17 
Water ... es wig 5 it 46 
Repayment of loans from other sources ‘a 84 
Other purposes ... 61 
1,482 
* Prior to nationalisation, which occurred during the period. 
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terms of the Borrowing (Control and 
Guarantees) Act. Local government 
borrowing was, and still is, subject 
to this general legislation; but in 
addition the proposal for limiting 
local authority borrowing to the one 
central source was embodied in the 
Local Authorities Loans Act, which 
was passed early in 1945. This 
measure empowered the Public 
Works Loan Board to make loans to 
any authority for approved purposes, 
and prohibited—except with the 
approval of the Treasury—external 
borrowing by local authorities other 
than from the Board. The Treasury, 
however, was empowered to make 
regulations exempting from __ this 
comprehensive prohibition such 
forms of borrowing as they might 
specify. 


Restrictive Section 


It is only the restrictive section of 
the 1945 Act which lapsed at the end 
of last year. Accordingly the present 
position is that local authorities have 
had restored to them all their previous 
borrowing powers, though the exer- 
cise of these powers is subject to the 
comprehensive control of the Treas- 
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ury, advised by the Capital Issues 
Committee. Moreover, the resources 
of the Public Works Loan Board are 
still available to all authorities. 

The total amount advanced from 
the Local Loans Fund to local 
authorities in Great Britain over the 
period from August 1, 1945, when 
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the Act came into force, until March 
31, 1952 was £1,645m., of which 
£1,482m. was for England and 
Wales. The table on page 139 shows 
the allocation of the total sum 
advanced among the various main 
purposes for which the borrowings 
were arranged. 


Local Government Welfare Statistics 
1951-2 


HE net cost of welfare services to 
rates increased from {9,593,871 
in 1950-51 to £11,437,009 in 
1951-52, an increase of approxi- 
mately 20 per cent. The average rate 
equivalent of this expenditure was 
7.174. in 1950-51, and 8.40d. in 
1951-52. 


The number of persons accom- 
modated by alli authorities on the 
night of January 1, 1952, was 58,026 
in residential accommodation and 
5,733 in temporary accommodation. 
There were 86,752 blind persons on 
the registers at March 31, 1952, and 
at least 13,932 deaf persons (not all 
authorities were able to supply this 
information). These details of num- 
bers appear for the first time and are 
most useful in enabling comparisons 
between different authorities. 


As a result of the increase in the 
total net cost to rates the net rate- 
borne expenditure per 1,000 popula- 
tion for all authorities increased from 
£219 6s. in 1950-51 to £261 gs. in 
1951-52. The analysis of expenditure 
per 1,000 population shows that the 
greater part of this increase was in 
respect of residential homes. For all 
authorities the cost of residential 


homes per 1,000 population was 
£149 6s. in 1950-51 and £177 tos. in 
1951-52. This rise would be partly 
due to increasing costs and partly to 
the opening of new homes. The cost 
of residential homes per 1,000 popu- 
lation for individual authorities 
varied considerably, and some of the 
differences are related to the fact 
that the proportion of persons accom- 
modated to population also differed 
widely. The word ‘related’ has been 
used here deliberately; a high cost is 
not necessarily the result of a high 
proportion per 1,000 population of 
persons actually accommodated. The 
tendency will be for available accom- 
modation to be filled and it is, there- 
fore, possible that the proportion of 
persons actually accommodated per 
1,000 population is the direct result 
of the amount of accommodation 
provided. The return also shows that 
the percentage of accommodation 
occupied is fairly high in most cases. 

The final section of the return 
dealing with costs per resident week 
again showed considerable differ- 
ences between authorities and the 
average cost per resident week (all 
homes) varied from £6 18s. 5d. per 
week to £2 6s. 4d. per week. 


V. S. Oxley, Local Government Finance, London, reviewing publication of Institute of Municipal 
Treasurers and Society of County Treasurers. 
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DIGEST BOOK REVIEW* 


The New Deal 


HEN the floods swept over the 
W dure dykes last month the 

Americans astonished the 
world by the unheard of remedies 
they immediately brought into 
action. Bombers dropped rocks into 
the breaches, and bridges, loaded 
with rubble, were erected over the 
gaps and then blown up. 

The same remarkable capacity for 
adopting new, drastic and untried 
remedies in the face of exceptional 
emergencies was shown in the crisis 
of the early 1930’s, which ushered in 
the era of Roosevelt and the New 
Deal. While Lord Runciman de- 
clared that His Majesty’s Govern- 
ment regarded Public Works pro- 
grammes as the most unremunerative 
way of dealing with unemployment, 
the United States were experiment- 
ing with Keynesian remedies on a 
nation-wide scale. 

The emergency certainly required 
drastic action. By the end of 1931 
there were over 10 million unem- 
ployed in the U.S.A., and not only 
the economic, but also the political 
framework was beginning to reveal 
menacing cracks. “The only thing we 
have to fear is fear itself’ said Presi- 
dent Roosevelt in his inaugural 
speech on March 4, 1933, and with 
his new administration began to 
create what has been called ‘the 
alphabetical agencies’ — beginning 
with the AAA, and working through 
the alphabet to the WPA. 

In Professor Brogan’s book this 
tale, told with the polish, accuracy 
and penetrating insight which one 
takes for granted from him, almost 
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in Perspective 


assumes the character of a historical 
novel. It has its humorous moments, 
when, for instance, he quotes 
General Johnson, head of the NRA, 
who silenced his critics by accusing 
them of 

sitting in purple silence—like Buddha on a 
letus flower in serene and effortless contem- 
plation of its composite navel. 

It shows the retrogressive effects 
of the depression: 

...the American business man _ turned, 
unconsciously, to the medieval idea of the 
just price and to the business customs of the 
guild merchant as well as of a new ‘law 
merchant’ ; 

or: ...in the highly nomadic society of the 
twentieth—century republic, laws of ‘settle- 
ment’ were enacted that in their severity 
would have startled eighteenth-century 
England and provoked anew the censures 
which Adam Smith had passed in 1776. 

It demonstrates the economic 

absurdities perpetrated under the 
desperate pressure of events: 
A business might, in an extreme case, have 
to introduce fourteen systems of cost- 
accounting, and have to obey the rules of 
twenty-five different trade-practice agree- 
ments. 

It shows how the New Deal tried 


, to save the arts: 


No modern government had ever been a 
patron of the pictorial arts on the scale that 
the United States became under the lead of 


the WPA. 

Roosevelt and the New Deal is a 
thrilling and thought-provoking book 
about a period which posed prob- 
lems very different from those beset- 
ting the post-war world. But the 
lessons are worth learning, for they 
may well be needed again. 

The book ends with Roosevelt’s 
death in 1945 and contains a biblio- 
graphy and an index. 

P.J.C.P. 


** Roosevelt and the New Deal’, by D. W. Brogan, published by Geoffrey Cumberlege, Oxford 
University Press, London.—16s. 
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New Books Reviewed 
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Consumer Problems by Arch W. Troelstrup, McGraw-Hill Book Company, New York, Toronto, 
and London, $4.75, £2 Os. 6d. 


It is sometimes said that in English schools 
everything is taught except the art of living. 
In American high schools they are at least 
addressing themselves to the everyday con- 
siderations to which everybody in Britain is 
presumably expected to know the answers 
without being taught. This book, by the 
head of the Department of Consumer Educa- 
tion, Stephens College, Columbia, Mo., is 
startling, even infuriating, at first impact on 
an English reviewer, for no better reason, 
however, than that he is unaccustomed to 
the need for careful explanation of the 
obvious. But it is mere humbug to pretend 
that all that is set forth in this book is known 
to most members of most families, or that 
husband, wife and children would not be all 
the better for knowing what here they can 


learn. We are told that ‘in nearly 11 million 
families out of 37 million in U.S.A., the wife 
manages all the money’. Heaven knows it 
will not hurt them to learn as high school 
students how to manage their personal 
finances, and to pick up some coherent ideas 
about what sort of minimum income a young 
married couple will need; how much it costs 
to have a baby; and the kind of nasty jar 
sustained by the economy of the pair who 
indulge in the extravagant luxury of divorce. 
It is the merit of this book that it goes right 
into the family, and takes to pieces every 
imaginable problem of buying, saving, 
banking, feeding, insuring, clothing, and so 
on endlessly, for families of all sorts of sizes 
and income standards. 


Banking in the British Commonwealth, edited by R. S. Sayers. Geoffrey Cumberlege, Oxford 
University Press. 35s. 


Professor Sayers’ Modern Banking is now 
firmly established as a textbook in its subject. 
This volume carries the story to the coun- 
tries of the British Commonwealth and des- 
cribes the evolution of their commercial and 
central banking systems. 

It takes, says Mr A. C. L. Day in his 
chapter on South Africa, something like 
twenty years for a Central Bank to consoli- 
date its influence. The present time is, 
therefore, appropriate for this global survey 
of the scene. Canada and India established 
their Central Banks in 1935, while South 


Efficiency in the Nationalised Industries, 
published for the Institute of Public Administration 
by George Allen & Unwin, Ltd., London. 6s. 


This is a collection of four essays, contri- 
buted by leaders of nationalised industries, 
who survey their specialised field. It is a 
small book, but the authoritative nature of 
its contributors makes it a valuable addition 
to the growing literature dealing with the 
problems of nationalisation. 

The contributors are: Sir Hubert Houlds- 
worth, Q.c., p.sc., Chairman, National Coal 
Board, Henry F. H. Jones, Deputy Chair- 
man, the Gas Council, The Rt. Hon. Lord 
Latham, Chairman L.T.E., and The Rt. 
Hon. Lord Citrine, p.c., K.s.z., Chairman, 
British Electricity Authority. 


Africa preceded them by fifteen years, and 
Australia developed her central banking 
system as early as 1911. This book is a 
valuable addition to the banker’s as well as 
the student’s library. 

The contributors are: J. S. G. Wilson 
(Australia, India and Pakistan,) G. S. 
Dorrance (Canada), Professor G. A. Duncan 
(Ireland), Professor C. G. F. Simkin (New 
Zealand) and A. C. L. Day (South Africa). 
Paul Bareau has added a chapter on the 
Sterling Area. 


The Nationalised Industries, 
by S. J. L. Hardie, D.S.O., LL.D. 


Published by A. E. L. Mash 
& Associates, London. 


Mr Hardie was a member of the British 
Transport Commission in 1950, and first 
chairman of the Iron and Steel Corporation 
of Great Britain from 1950 to 1952. In this 
booklet he outlines his ideas for the future of 
the nationalised industries. He believes that 
‘it would be difficult—and in some cases 
impossible—to undo the nationalisation of a 
living industry. It is better . . . to go forward 


to an improved method of nationalisation, 
than attempt to go back.’ 
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For Reference 


Ltems in this Section are kept for one year at the 
offices of Economic Digest. They are available to 
members of the Economic Research Council and 
readers by arrangement. Please write, citing 
reference number of items given in brackets, to 
18 South Street, London, W.1, or telephone 

GROsvenor 4581. 


U.K. Wage Rates: /ndex Numbers of Wage 
Rates and Cost of Living, compiled by Professor 
Sir Arthur Bowley. This is the complete set 
of tables, of which extracts were reprinted in 
the January issue of E.D.—Journal of the 
Royal Statistical Society, London, Vol. 
CXV, Part iv, 1952. (227 a) 


India (i): Jndia’s National Plan. A comment 
on the Planning Commission’s Report, 
which is summarised in this issue of E.D.— 
The Economist, London, December 20, 
1952. (252) 


India (ii): Finances of Part A and Part B 
States. India’s Five-Year Plan invests this 
discussion of the Indian finance structure 


with particular interest.—Reserve Bank of 


India Bulletin, Bombay, November, 1952. 
(253) 


Venezuela: Venezuelan Banking Legislation 
in Summary Form. The Venezuelan Embassy 
in Washington has published, in serial form, 
a summary of the country’s current banking 
legislation. This is the complete set.— 
Venezuela Up-To-Date, Washington, Octo- 
ber. 1952 to February, 1953. (254) 


in Asia: Recent Central Banking 
Developments in South-East Asia. A country-by- 
country account of how the area’s govern- 
ments are progressing in their efforts to 
create their own ‘lenders of last resort’. 
Federal Reserve Bulletin, Washington, 
December, 1952. (255) 


Development in South America: (i) 
Water Control Scheme for British Guiana; (ii) 
Important Rail Link in Colombia Begun; (tit) 
Communication in Ecuador.—The ‘Times Re- 
view of Industry, London, February, 1953. 
(256) 


Tanganyika: Continuing the series of 
colonial surveys, this article describes the 
colony’s economy.—Financial Times, Lon- 
don, January 22, 1953. (257 
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Agricultural Development: The Prob- 
lems of Planning Agricultural Programmes in 
Less-Developed Countries, by M. Ezekiel and 
Alfredo Saco, and Some Aspects of the Long- 
Term Contract, by T. Eastwood. The authors 
of the first article state what conditions must 
be fulfilled in order that a programme of 
agricultural expansion might succeed. Dr 
Campbell’s article in this issue highlights 
this problem from the Australian point of 
view. The second article discusses the 
importance of the long-term contract in 
international trade.—Monthly Bulletin of 
Agricultural Economics and Statistics, FAO, 
Rome, December, 1952. (258) 


Government Trading: The Scope of 
Government Trading. In 1949, purchases by 
U.K. Government Departments comprised 
53 per cent of total imports. In 1950, the 
figure had gone down to 40 per cent, and in 
1951 to 33 per cent. It is shown that this 
trend towards greater freedom for the private 
trader has been assisted by reducing sub- 
sidies and allowing prices to rise.—Midland 
Bank Review, London, February, 1953. (259) 


U.K. C 3 ry of Results of Census 
of Distribution taken in 1951. Two years after 
the end of the Census, HMSO has published 
an interim report, which is summarised in 
this article.—Board of Trade Journal, 
London, January 24, 1953. (260) 





Depreciation: Competitive Depreciation, by 
W. R. Gardner and S. C. Tsiang. Under the 
terms of the I.M.F. Agreement, member 
countries are forbidden to adopt competitive 
depreciation of their currencies as a method 
of correcting an adverse balance of pay- 
ments—‘exporting unemployment’. This 
article analyses the problem on a theoretical 
plane.—I.M.F. Staff Papers, Vol. 2, No. 3, 
November, 1952. (261) 


Schuman Plan: The European Coal and 
Steel Community. The plan became reality last 
month, and here is the MSA report on the 
new community, with the customary pro- 
fusion of tables and graphs, tracing Europe’s 
path from OEEC, via NATO, the Council of 
Europe and the EPU to this latest organisa- 
tion.—MSA Monthly Report, Washington, 
September 30, 1952. (262) 


Market Research: The Problem of 
Business Forecasting, by Frank A. Friday. This 
‘most fascinating and elusive of subjects’ is 
described from the point of view of the 
practical executive.—Journal of Industrial 
Economics, Oxford, Vol. 1, No. 1, November, 
1952. (263 
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Tin: The Position of Australian Tin Mining. 
The Australian tin industry, though small 
when compared with that of Malaya, is 
nevertheless important. Producers are now 
requesting tax concessions from the Govern- 
ment, and this article explores the industry’s 
prospects.—The Mining Journal, London, 
February 6, 1953. (264) 


Oil: The World Oil Industry. A Financial 
Times Supplement, dealing with many 
aspects of post-war developments in the 
industry.-The Financial Times, London, 
February 2, 1953. (265). 


Milk (i): Britain’s Milk. A description of 
production and consumption trends in the 
U.K., and the scope of the Milk Marketing 
Board. The interesting fact emerges that 
average consumption per head is now more 
than two-thirds of a pint per day, as com- 
pared with well below half a pint in 1938; 
and that 145 gallons are now produced for 
every 100 produced in 1938.—-Midland 
Bank Review, London, February, 1953. 
(266) 


Milk (ii): Increasing Milk Production, by 
W. R. Trehane. In this lecture to the Royal 
Society of Arts, delivered on February 11, 
1953, the Chairman of the Milk Marketing 
Board shows that there are good economic 
reasons for desiring an increase in milk pro- 
duction in the U.K. (267) 


Beef: Increasing Beef Production, by W. A. 
Stewart, 0.B.E., M.A., B.S8C., Principal, 
Northamptonshire Institute of Agriculture. 
Opening a historical description of Britain’s 
beef industry with a quotation from Boswell 
(‘I ate a jolly profusion of smoking, juicy 
beefsteaks’) the author examines the present 
sorry plight, and comes to the conclusion 
that the U.K. could produce an additional 
220,000 tons of beef annually. He compares 
this with the 238,000 tons of meat now being 
imported at excessive cost from the Argen- 
tine. See also Reference 222 in the January 
issue of E.D.—Royal Society of Arts, Lon- 
don, February 11, 1953. (268) 


Grain Statistics: Grain Exports by Source 
and Destination, July, 1951—June, 1952. A 
world-wide survey.—FAO, Rome, 1952. 
(269) 
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Federal Finance: The Evaluation of 
Federal Grants, by A. D. Scott. The problems 
of collecting taxes and other revenues do not 
arise only in countries organised on federal 
lines, but also where local government is 
financially aided by the national exchequer. 
The question is here examined from the point 
of view of economic theory. See also Refer- 
ence 221 in the January issue of E.D.— 
Economica, Vol. XIX, No. 76, November, 
1952. (270) 


Maintaining Capital Intact: Historical 
Costs or Present Values? by Leo T. Little. This 
age-old bone of contention and source of 
endless confusion between economist and 
accountant is reviewed in this article, with 
special reference to two documents: ‘Some 
Accounting Terms and Concepts’ (a joint 
effort of the Institute of Chartered Accoun- 
tants in England and Wales, and the National 
Institute of Economic and Social Research) 
and the Millard Tucker Report.—The 
Economic Journal, London, December, 
1952. (271) 


Welfare: The Economics of an Ageing 
Population, by W. A. B. Hopkin. Although 
the proportion of old people in the U.K. is 
increasing, the author believes that ‘nothing 
would justify panic measures such as, for 
example, the wholesale scrapping of the old 
age pensions’. He thinks that ‘what seems to 
be wrong is not that the pension is condi- 
tional on retirement, but that retirement 
with a pension is often compulsory upon 
people very many of whom would be quite 
capable of staying at work for some time 
longer’.—Lloyds Bank Review, London, 


January, 1953. (272) 


Productivity: Price Index Numbers of 
Industrial Output, 1949-Fanuary, 1953. A 
comprehensive statistical survey of output in 
the U.K. by industries, followed by Com- 
modity Price Index Numbers, 1949-Fanuary, 1953, 
including the major commodities.—Board of 
Trade Journal, February 14, 1953. (273) 


Furniture: A Survey of the British Furniture 
Industry and other articles, combined in a 
Supplement.—The Financial Times, Lon- 
don, February 17, 1953. (274) 
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* * * 
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recognised by the Treasury as a non-profitmaking research and 
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